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Advice to 
Investors 


Purchase your securities through 
responsible dealers who _ have 
proper facilities for investigations 
and a reputation to mgintain for 
reliable advice. 

K. N. & K. are always posted on 
general market conditions, and 
their views are at the disposal of 
investors through their monthly re- 
view of 


“The Investment Situat’or 
Write for Pamphlet K-1. 


Knauth-Nachod & Kuhne 


Members of New York Stock Exchange 
Equitable Building 
NEW YORK CITY 
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Why You Should Buy 
MUNICIPAL BONDS 


Now 


Unusually high income yieli may be 
secured at this time owing to the abnormal 
conditions prevailing. 


The supply of Municipal Bonds is rapidly 
* diminishing because of curtailment of ex- 
penditures by municipalities. 


When a change occurs in either of the above 
conditions, it should immediately be reflected 
by higher prices for Municipal securities. 
Our comprehensive list S. W.-6 gives a wide 
selection. Write for it today and our booklet 
S. W.-7 “Bonds As Safe As Our Cities.” 


William [2.Ompton (0. 


Government and Municipal Bonds 
“Over a Quarter Century in This Business” 
14 Wall Street, New York 
St. Louis Pittsburgh 
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THE OUTLOOK 


New Taxation Program—The Income Tax—War Profits—The 
Finance Corporation—Outlook for the Rails — 
Wage inflation—Moarhet Freapest 





HE principal reason for the seid reaction in the speculative section of the 
market has been the decision of the administration in favor of the immediate 
passage of a new tax bill, which must inevitably include a liberal increase in 

* taxes. A second reason, not without importance, was the weakened technical 
position of the market as a result of the preceding sharp advance. A market in which 
short selling is so controlled and restricted necessarily lacks stability because of its one- 
sidedness. 

How much influence the easy advance of the Teutons to the Marne may have had 
it is not easy to decide. While the German gains are discouraging, leading financial inter- 
ests cling firmly to the view that the eventual result is not in doubt. 





The New Taxation Program 


FTER some wavering and division of counsels, the administration finally decided 
to push a new taxation bill at once. The prime motive with the President is 
said to be the importance of checking expenditures for luxuries at a time when the 
nation cannot afford them. If this is correct, the heaviest increases in taxes may 

be expected to fall on incomes, for it is there that expenditures can be checked most 

effectively. 

An increase in the excess profits tax, and a change in the law to make this tax fall 
more strictly on war profits, is also on the program. It must, however, be said on behalf 
of our war industries that a comparatively small part of their profits have been paid out as 
dividends. For the mest part, these profits have been reinvested in the enlargement of 
plants and production, and in carrying bigger inventories of materials and partly finished 
products. 

Since our crying need is for bigger war production, this use of profits is for the 
public interest—especially at a time when the Government's direct demands on capital 
have made it difficult for corporations to raise new capital in the usual way by the sale 
of their securities. 

The adjustment of taxes to curb extravagance will require all the skill our lawmakers 
have at their command. Our present income tax bears heavily on the millionaire, but the 
luxury expenditures of the millionaire class constitute a much smaller part of bur total 
waste than is usually imagined. The free spending of wages now far beyond the dreams 
of wage-earners, of the incomes of farmers now receiving such extraordinary prices for 
their products, and of the profits of innumerable persons who are in a position to benefit 
indirectly from the war, make up most of the extravagance which needs to be checked. 
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Need of Income Tax Revision 


UR present income tax law is perhaps the most absurd hodge-podge ever placed 

on our statute books. After several years of struggling with its intricacies, the 

Treasury is still unable to fit it to all cases, and it throws a heavy and entirely 

unjust burden of detail on bankers, brokers, employers and all those who in 

any way handle the incomes of others. It is full of inequalities and unnecessary compli- 

cations. It makes no distinction between earned and unearned incomes. It contains 
numerous provisions which are unenforceable in actual practice. 

It is certainly to be hoped that since our taxation program is to be revised the 
revision may be thorough enough to make both the income and the excess profits tax laws 
simpler and more definite. We have yet to hear from any tax-payer who is unwilling to 
bear his share of the war burden—but all of us dislike to feel that we are also bearing 
a part of the other fellow’s burden. 


Tax on War Profits 


T is as yet impossible to estimate the degree to which the increase in taxation will 
fall upon industrial corporations. A great deal of money must be raised. Our 
annual Government revenues are now about four billions. Our expenditures 
for 1918 are estimated at twelve billions, but there is some uncertainty as to 

whether that amount can be used to advantage in view of the scarcity of labor, transporta- 
tion and materials. Our program for 1919 involves twenty billions or more, with the 
same uncertainty attached to it. 

With this heavy burden ahead of us, it is self-evident that war profits should be 
limited to the amount necessary to insure maximum production. Just what that amount 
is no one can say. But we must err on the side of liberality rather than on the side of 
what might prove to be a restrictive economy. 

It is clear that our principal corporations, on their present scale of profits, whitch i in 
many cases is 25% to 50% of their market prices, could stand a considerable increase 
in taxation, if confined to profits actually resulting from the war, without serious injury. 
On the other hand, with the rapid rise in wages and costs, taxation must be so adjusted 
as to fall upon actual profits rather than upon gross receipts. 


Aid Through War Finance Corporation 


HE extent of the aid in corporation financing which may be expected from the 

War Finance Corporation is an important element in the general problem of 

our capital requirements. The Corporation has refused a direct loan to the 

New Orleans Railway & Light Co. to meet maturing notes, on the ground 

that the assistance should be sought indirectly through the banks and that direct assistance 

should be rendered by the Corporation only under exceptional circumstances. This is a 

question of method rather than of final results, since the law provides the plan by which 
the banks may in turn fall back on the War Finance Corporation for help. 

Interboro Rapid Transit has applied to the Corporation for a loan of $37,700,000. 
What action the Corporation will take in regard to the $57,000,000 Brooklyn Rapid 
Transit notes which mature July | is as yet undecided. 

It will be remembered that the law provides that this Corporation may aid in 
financing necessary to the war, only in cases where the industries concerned find it impos- 
sible to do such financing through the banks. ‘The. officers of companies needing money 
will naturally seek the easiest way, and in some cases they may be inclined to fall back 
upon the great resources of the Government before they have exhausted other channels 
of financing. 

It will be necessary for the Corporation to place some obstacles in the way of appli- 
cations for aid, in order to conserve its resources for cases of real necessity. Yet with 
the present limited supplies of capital it is clear that the operations of the Corporation 
must become increasingly important as the war continues. In view of the tremendous 
possibilities of inflation involved in the law, the Treasury will undoubtedly exercise con- 
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servatism in carrying out its provisions, but the Corporation will be the backlog of a 
great deal of war financing. 


Outlook For*the Rails 


ITH the official announcemegt that railroad rates are to be raised 25% on 
freight and ‘to three cents a mile for passengers, the position of the rails under 
Government operation becomes more definite. The Railroad Administration 
has estimated that the increase in wages would add $300,000,000 to operating 

expenses, the higher cost of coal perhaps $150,000,000, the greater cost of equipment 

something like $200,000,000. 

To offset these increased costs, the higher rates are expected to add about $900,- 
000,000 to income. This would apparently leave a margin of about $250,000,000 to 
the good, but that might evaporate through miscellaneous expenditures. 

It is to be borne in mind, however, that freight rates have already been increased 
15% this year, before the announced 25% further advance. If business continues as 
heavy as in 1917, and if Government operation proves as economical as private operation, 
it is probable that the administration’s estimates of the increase in income will prove 
ultra-conservative for 1919. As to 1918, the wage advance is retroactive to January | 
while the rate advance is not, and railroad business for the first quarter of the year was 
partly demoralized, so that no excess of income for this year is probable. 

All this makes no immediate difference to the railroad stockholder, since his divi- 
dends are to be fixed on the basis of past results and defined in the railroads’ contracts 
with the Government; but it will evidently insure the proper maintenance of the roads, 
and it will result in fixing as a part of our policy the principle—self-évident, but never 
acknowledged by the Interstate Commerce Commission—that rates should rise with a 
rise in expenses. 





Wage! Inflation 
RESIDENT HADLEY of Yale estimates that at least 20% of the productive 


power of the nation is now being applied to the war. Under such conditions 
it is inevitable that wages should rise and that the efficiency of labor should fall. 
Higher wages are necessary to draw new workers into production, and those 
new workers, through inexperience and lower physical capacity, are less efficient. 

More work is the great underlying necessity of the war and for that reason wage 
inflation must apparently continue. Its influence ramifies far. The cost of living, for 
example, is nearly all composed of wages paid to others for producing the things we use. 
So long as wages rise, the cost of living must rise also. Higher freight rates, themselves 
the result of higher wages, will enter into the prices of nearly everything we buy. 

This situation means higher costs to industrial companies for materials, labor and 
transportation. Their profits must be sufficient to amply cover those costs without ham- 
pering their war production. And Congress, in laying taxes, must and doubtless will 
bear that fact in mind. Any other policy would be suicidal. 





The Market Prospect 


HE bond market has reacted but little from its recent gain. With the Federal 
Board at the helm of the money market, and with the War Finance Corpora- 
tion entering the field of war capital, we believe that bond prices will continue 
to be well maintained. 





Railway stocks are in a strong position. Not only are earnings guaranteed by the 
Government, but adequate maintenance and security for the future have now been pro- 
vided by liberal rate increases. 

The reaction in the industrials seems to us to have gone far enough. Even allowing 
for increased war taxes, we believe these companies must and will be permitted to make 
fair profits, and the reinvestment of so large a part of their big earnings of the last two 
years has greatly increased the assets behind their securities. 


June 3, 1918. 














Our Point of View 
On Vital Factors in Finance and Business 





N° one, so far as we can dis- 
Price Limits cover, is inclined to object 
Should Be to heavier taxes if they are 
Elastic necessary to win the war. Our 
motto is, “To the last dollar 
and the last ounce of our strength.” But there 
are many—and we are among that number— 
who doubt whether the Government’s policy 
of price regulation is being wisely handled in 
all respects. 

For example, it is reported that several 
small copper mines have been compelled to 
cease production because of rising costs and 
the stationary selling price of 23% cents. 
At the moment, we probably have copper 
enough to meet the war demand, but we have 
no great surplus ahead and we have no 
means of knowing how much copper we may 
need. From the looks of the western front as 
this is written, we may need a great deal. 

Is it wise to let prices limit production of 
any of the materials essential in war work? 
We desire to limit profits to reasonable fig- 
ures, but that end should be strictly subor- 
dinate to our main purpose of winning the 
war. And to win the war, big production is 
essential. 

Fixed prices should be regarded as fixed 
temporarily only. They must have enough 
elasticity about them to respond to new condi- 
tions—and with costs rising everywhere, new 
conditions are constantly arising. 


* * * 


It is inevitable, however, 
that Government control of 
industry should continually 
broaden. The situation in 
the shoe and leather trade 
is an illustration. Prices for hides have been 
fixed for an experimental period of three 
months. With hide prices limited, the next 
step will naturally be to fix leather prices, as 
otherwise the spread between hides and leath- 
er would widen. If leather is fixed, shoes 
would probably follow, for the same reason. 

Some manufacturers expect that a “Liberty 
shoe” will appear—a standard national shoe 
with a maximum price, accompanied by some 
method of regulating the prices of other shoes. 
Such measures need not harm the shoe and 
leather industry—if they are wisely and justly 
applied, and with sufficient elasticity and sus- 


“Liberty Shoe” 
May Come 
Next 
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ceptifility to change. War wears out shoes 
very rapidly. We are a long way from the 
asphalt composition soles and paper uppers of 
Germany, but we are not far from scarcity of 
leather. 


. + * 

Another illustration of th: 

Merging of rapid increase in Government 
Express control is seen in Director- 

Companies General of Railroads McAdoo’s 


approval of the plan for con 
solidation of the four great express companies 
~The Adams, American, Wells Fargo anid 
Southern. It is proposed to capitalize the new 
company at $30,000,000, which is believed to 
be approximately the value of the physical 
properties. This compares with a present 
combined capitalization of the four companies 
of $57,000,000. 

Service and rates will of course be entirely 
under McAdoo’s control, but it is not pro 
posed to guarantee the companies a definit: 
income, as has been done in the case of the 
railroads. The new arrangement will permit 
greater economy through avoidance of the 
duplication of facilities and through closer co- 
operation with the railroads, whose employees 
will be used in express service, with proper 
compensation, to be fixed by the Director 
General. 

Without question this will be a step toward 
greater efficiency. How the stockholders of 
the present companies will come out is not 
precisely clear. The Government, it is stated, 
is to receive a shade over one-half of the gross 
earnings. Out of the balance the company 
will pay expenses and taxes and a dividend of 
5% on its stock. Additional earnings, if any. 
will be divided between the company and the 
Government on a pre-arranged schedule. It 
is to be assumed that, after a practical test 
of the arrangement, the stockholders will be 
fairly treated in the matter of returns on their 
investment. 

Some such step was doubtless inevitable 
As in all other moves toward increased Gov- 
ernment control of industry, the whole point 
of the matter lies in the manner in which that 
control is exercised. At a time when our 
greatest need is more capital, it is more tha 
ever important that investors should be pr 
tected. 




















The “Two Dollar” Broker Who Became 


a Railroad 


Emperor 


E. H. Harriman’s Extraordinary Career—Fifty Years Old 
Before He Began His Great Success—Otto Kahn’s 


Estimate of 


Harriman 





By BARNARD POWERS 





DWARD HENRY HARRIMAN, 
born the son of a poor preacher, 
aes | at 16 a clerk in a Wall Street 
_— brokerage office, at 22 in business 
for himself and a member of the New York 
Stock Exchange, at 48 a man of recognized 
ability and some fortune, but one of the 
smallest toads in the great financial puddle 
and at 60 recognized Emperor of the rail- 
road world, controlling 25,000 miles of 
lines and billions of dollars, millionaire 
many times over and exercising a power 
which*few men have attained in the history 
of finance. Then death. 
Such is the thumbnail sketch of the late 
E. H. Harriman, who achieved more in a 
shorter space of time than any other finan- 
cial leader who ever lived. All his great 
rise to power came practically in the thir- 
teen years immediately preceding his death. 
There is a curious lack of information 
about Mr. Harriman’s earlier years. None 
of the boyhood anecdotes which cluster 
about the youth of most big men seem to be 
available in his case. Hardly more is ob- 
tainable about his early business career. 
There are Wall Street old-timers, and not 
so very old at that, who can remember the 
young Harriman, a “cold-blooded little 
cuss,” as one of them epitomized him, when 
he was nothing more than a shrewd trader 
on the floor of the Exchange and when he 
was glad to pick up a commission as a “two- 
dollar” broker, but there apparently was 
nothing about him then that stamped him 
as the great Harriman of later years. He 
impressed his friends and associates as 
heing a bright and efficient young chap, but 
no one saw in him the “Colossus of Roads” 
which he later became. 


Parentage and Youth 


FE. H. Harriman was born in the little 
Episcopal parsonage at Hempstead, Long 
Island, on the 25th of February, 1848. On 
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both sides of the house there was good 
blood. His father, the Rev. Orlando Har- 
riman, was the great grandson of one 
William Harriman, of merrie Nottingham, 
who was a member of the Worshipful Com- 
panie of Stationers in London and who 
came to New York in 1795. His mother, 
born Cornelia Neilson, was of excellent 
family connections and a woman of unusual 
character. But family connections do not 
buy food or pay bills except under 
pressure, and the Harrimans, living on the 
small salary of a country parson, were ex- 
ceedingly poor. For five years the father 
stuck to his little church at Hempstead and 
then went to St. John’s in Hoboken on a 
stipend of $200 a year. Young Harriman, 
one of six children, was not, it may be safe- 
ly assumed, reared in an atmosphere which 
in any degree smacked of luxury. But in 
later years the lot of the Harrimans was 
easier, for a relative died, leaving the mother 
enough money so that the family was able 
to live at least in comfort. 

At 16 young Harriman made his debut 
in Wall Street. It is said that he wanted 
to enter West Point, but did not have the 
necessary backing to get an appointment. 
His first job was that of clerk in a broker’s 
office, and he must have been a good clerk, 
for at 22 he had scraped together enough 
money, from whence Heaven knows, to buy 
a seat on the Stock Exchange for $3,000. 
Together with James and Lewis Livingston 
the firm of Harriman & Co. set sail on the 
troubled seas of finance. 

“IT hope you will succeed,” remarked a 
well-wisher. 

“T hope we will, too,” replied Harriman 
pulling a $100 bill from his pocket, “for 
this is every cent I have.” 

Aided by the Livingston and Harriman 
connections the new firm did a good busi- 
ness. Harriman was the floor man and he 
studied his business with the same inten- 
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sity with which he applied himself to rail- 
roading in later years. He was impatient 
of the theory that stock prices rise or fall 
according to chance. He believed that the 
man who studied most and knew most was 
most likely to succeed, a truism which, 
while almost self-evident, scarcely is ever 
realized by the rank and file of the specu- 
lators who infest the financial district. 
Alert, keen-brained, quick to realize a 
chance for profit and quicker still to scent 
the danger of loss, he prospered. He 
learned the golden secret of how to make 
money in bad times ~~ r 
as well as good and 
succeeding panics 
only served to aug- 
ment his bank roll. 
In later years he 
said that the fifteen 
years he spent as a 
trader were wasted, 
but it is doubtful if 
he could haye had a 


financial _ training 
that would have 
proved a better 
whetstone to wits al- 
ready naturally 
sharp. 

At length he had 
acquired enough 
money so that he 


was able to buy into 
two small railroads 
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when 35 years old, he became a director in 
the Illinois Central and in 1887 its vic 

president. In 1893 he participated with | 
P. Morgan in the reorganization of the 
Erie. All those years were years of intense 
study. He studied railroads from every 
angle, administrative, operating and finan- 
cial. Operating costs, ton miles, traffic 
density, he absorbed morning, noon and 
night. In his younger days he went about 
a good deal, was a crack billiardist, excel- 
lent shot, enjoyed cards and fast horses, but 
as he became more and more immersed in 
aE railroading he gave 
up the lighter pleas- 
ures of existence 
and threw himself 
body and soul into 
business. 


The Great 
Opportunity 


Before his great 
opportunity cafne he 
had acquired con- 
siderable wealth 
and was known as 
a man of ability, 


but outside of that 
had attracted no es- 
pecial comment. It 
is said that he even 
contemplated _ retir- 
ing when he was but 
a few years over 50. 





in Northern New 
York and became a 
director in each. 
This was his_ first 
essay into the railroad field. While on a 
trip of inspection over one of them, the 
Ogdensburg & Lake Champlain, he met the 
daughter of its president, the beautiful and 
talented Miss Averell, who shortly there- 
after consented to become Mrs. Harriman. 
When his wife’s father died she brought to 
her husband a fortune of approximately 
$400,000 which, under his magic touch, 
grew into the millions. There is no better 
testimonial as to the happiness of this mar- 
riage than the fact that when he died Mr. 
Harriman left his entire fortune to his 
wife and made her sole administratrix of 
the great fortune he had won. 
Harriman’s progress until his late forties 
was steady but not spectacular. In 1883, 


One of the latest pictures taken of Mr. Harri- 
man before his death, showing him embarking 
on a trip to Europe. 


Contrary to the 
general belief, Har- 
riman did not take 
mpeeeemenrereny —— the Union Pacific to 
Kuhn, Loeb & Co. That then despised rail- 
road, burdened with debt, the discarded fi 
nancial football of earlier days, owing the 
Government $40,000,000, for which the 
Government was vigorously pressing, was 
without honor or friends. Even that Great 
Reorganizer, the late J. P. Morgan, after 
looking over the debris, threw up his hands 
and turned away. But there was a little man 
whose dark eyes glittered behind owlish 
spectacles who had fixed his intense gaz 
on the broad Union Pacific pathway across 
the continent and determined to make it 
his own. He had dreamed a dream of the 
West. He saw the wide prairies blossom 
into wheat and rye, the great forests giv: 
up their lumber and the rich earth its 























MR. EDWARD H. HARRIMAN 
Who attained greater power in less time than any man in financial history. Through sheer 
persistence and the force of his personality he became the dominating figure in the railroad 


world before he had reached the age of sixty, although he was the son of a poor minister and 


had spent fifteen years on the Stock Exchange as a “two dollar” broker before he attracted even 
local notice. His health shattered by overwork, he died at the age of sixty-two. Had he lived 


the entire course of railroad history in this country would have run a different course, as his 


ambitions were far greater than any of the miracles he had accomplished. 
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metals. He saw flourishing towrs and 
cities take the place of sage brush and 
prairie dogs and great freight trains and 
passenger expresses rush where a thin 
stream of traffic then moved slowly. Thus 
E. H. Harriman dreamed. Do not say that 
men of money have no imagination. To 
dream such a dream and to make it come 
true requires more imagination than exists 
in the minds of a thousand poets making 
odes to the nightingales. 

When Mr. Jacob H. Schiff undertook to 
reorganize the nearly defunct Union Pacific 
he found himself constantly met by a silent 
but efficient opposition. The trail was 
finally traced to the Harriman doorstep and 
Mr. Schiff asked Mr. Harriman to call. The 
latter did so and frankly admitted that he 
had been blocking the Schiff plans. 

“Why are you doing so?” was asked. 

“Because I want it for myself,” was the 
reply. 

“Would you be satisfied to be a di- 
rector ?” 

“No.” 

The conference then ended, but in the 
end Harriman had his way, as he always 
did, and became the dominating’ influence 
in Union Pacific’s affairs. 

The story of the rehabilitation of Union 
Pacific is a long one. Suffice to say that 
with Harriman at the helm and the power- 
ful house of Kuhn-Loeb as_ bankers, 
hundreds of millions were expended in ad- 
ditions and improvements until Union 
Pacific was the best equipped and best run 
railroad in the country. Harriman had 
“arrived” and his name was one to conjure 
with. — 

But great as his success had been it was 


nothing to the plans that seethed in his ac 
tive brain. By 1906, through purchases oi 
the Illinois Central, joint control of the 
Baltimore & Ohio and holdings of N. Y. 
Central stock, he had rights of way from 
San Francisco to New York and Chicago 
to New Orleans. His steamships ran from 
the Pacific coast to Asia and he made a 
trip to Japan looking to the building of a 
railroad across Siberia which should be an- 
other link in the Harriman chain to girdle 
the earth. It was said that he considered 
establishing a vast financial bank owned 
and controlled by himself and which should 
finance his enterprises. But death stopped 
the throbbing of that vast brain and there 
was none great enough to take up his plans 
where he left off. 

When he died, in addition to controlling 
25,000 miles of railroads, he was a director 
in the New York Central, Baltimore & 
Ohio, Equitable Life Assurance Co., Wells 
Fargo Express Co., Western Union, Colo- 
rado Fuel & Iron, National City Bank, 
Guaranty Trust Co., Equitable Trust Co. 
and Mercantile Trust Co. He left a for- 
tune of approximately $75,000,000. 

Had he been asked to whom he had been 
most indebted for his great success he prob- 
ably would have replied, “Myself,” as he 
once did to J. P. Morgan when the banker 
asked him whom he represented. 

The foregoing is a brief sketch of Mr. 
Harriman’s life and attainments. An abler 
pen than mine has given a striking picture 
of his character and characteristics and we 
therefore reprint from the remarks made by 
Mr. Kahn in an address which he made 
about two years after Mr. Harriman’s death 
in 1909: 





Otto Kahn’s Estimate of E. H. Harriman 


(Associated with Mr. Harriman for many years in the closest of business relationship no 
one is better qualified than Mr. Otto H. Kahn, of the firm of Kuhn, Loeb & Co., to write Mr. 
Harriman’s epitaph. Following are striking extracts from a memorable address which Mr. 
Kahn delivered on Mr. Harriman at the Finance Forum in New York about two years after 
the latter’s death. They form a clear and accurate portrait of America’s greatest railroad 


genius.—Editor.) 


My first vivid impression of Mr. Harri- 
man dates back to a hof summer afternoon 
in 1897, when, looking pale, weary, and tired 
out, he came to my firm’s office to induce 
us to take an interest with him in a certain 
business. We did not particularly care for 


it, and told him that we preferred not t: 
join in the transaction. He argued to co! 
vince us of its merits, and, finally, not hay 
ing made any headway, he desisted. |! 
thought he had accepted our declination 
He got up to go, but turned around at the 
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door and said: “I am dead tired this after- 
noon, and no good any more. I have been 
on this job uninterruptedly all day, taking 
no time even for luncheon. I'll tackle you 
again to-morrow, when I am fresh. I’m 
bound to convince you, and to get you to 
come along.” He did. He came again the 
next day, and finally we yielded to the sheer 
persistency of the man, and to the lucidity 
of his arguments. It is worth mentioning, 
by the way, that his judgment was right; 
the business turned out very well. 

The incident has impressed itself upon my 
mind because though of small importance 
in itself, it was so characteristic of the man 
Chere was first of all the correct judgment 
as to the merits of a proposition and as to 
its outcome—a judgment marvelously clear 
and sure, almost infallible. There was, 
secondly, the iron determination—so con- 
spicuously in contrast to his frail appear- 
ance—the dogged persistency in pursuing 
ind carrying out his purpose. He did not 
know the meaning of the word “defeat.” He 
never “threw up the sponge.” His power 
of will was nothing short of phenomenal; 
and by its exercise, coupled with his in- 
domitable pluck and amazing brain faculties, 
I have seen him perform veritable miracles 
in the way of making people do as he 
wanted. 

An Irresistible Force 

Not infrequently he would come to meet- 
ings at which ten or twelve men sat around 
the table with him,—men, too, of no mean 
standing in the business community,—a 
large majority of whom were opposed to 
the measures he would propose. Yet, I 
know of hardly an instance of any impor- 
tance where his views did not prevail finally, 
and, what is more generally by unanimous 
vote. If he did not succeed in what he had 
set himself to achieve at the first attempt, 
or the second, or the third attempt, he 
would retreat for a while, but he never gave 
up; he moved on towards the attainment of 
his object, undismayed, resourceful, relent- 
less as fate, with that supreme patience 
which, according to Disraeli, is “a necessary 
ingredient of genius.” When Mr. Ryan 
bought the control of the Equitable Life 
\ssurance Society, Mr. Harriman claimed 
to share in the purchase. Mr. Ryan refused 
positively and publicly. For five years 
nothing more was heard of the matter, and 
even Mr. Harriman’s intimate associates 
thought he had dropped the idea. Only a 
short while ago it became known.that a 
year before his death Mr. Harriman had 
finally succeeded in his object, having pur- 
chased from Mr. Ryan one-half of his hold- 
ings. A high placed personage temporarily 
residing in Japan during the year 1905 told 
me that the most amazing thing he had 
ever witnessed was the way in which Mr. 
Harriman in the course of a ten days’ visit 

Tokio made a whirlwind campaign 
‘mong the leading men and succeeded in 


carrying away from the wily, wary, slow- 
moving Orientals a most important con- 
tract—so important and so far-reaching 
that, had it been carried out (and it was no 
fault of Mr. Harriman’s that it was not), 
the course of Far Eastern diplomacy in 
recent years would have been different in 
some essential aspects. I was asked some- 
times, when things that had seemed utterly 
improbable of realization were finally ac- 
complished by Mr. Harriman, to give a rea- 
son why the parties concerned had yielded 
to him. What was the inducement? What 
the motive of their action? Why had they 
done finally what they had declared they 
would not do, or what there was no plau- 
sible explanation for their doing? My 
answer was: “Simply because Mr. Harri- 
man had set his will and mind to work to 
make them do it.” He once said to me, 
early in our acquaintance: “All the oppor- 
tunity I ask is to be one amongst fifteen 
men in a board room.” Yet he had neither 
eloquence nor what is ordinarily called tact 
or attractiveness. His were not the ways 
or the gifts of the “easy boss.” Smooth 
diplomacy, the talent of leading men al- 
most without their knowing that they are 
being led, skillful achievement by winning 
compromise, were not his methods. His 
genius was the genius of a Bismarck, of a 
Roman Caesar, his dominion was based on 
rugged strength, iron will and tenacity, ir- 
resistible determination, indomitable 
courage, tireless toil, marvelous ability, 
foresight almost prophetic, and, last but 
not least, upon those qualities of character 
which command men’s trust and confidence. 


Doctor of Sick Corporations 
During the last year of his life, his office, 


* or more correctly his library, up town (for 


at that period he did not usually go down 
town oftener than once or twice a week) 
resembled the office of a famous physician 
during consultation hours. Properties in 
feeble health were brought to him by 
anxious parents for prescriptions and treat- 
ment; intricate corporation problems were 
submitted to him for diagnosis; some enter- 
prises that he had treated and restored to 
good health presented themselves for in- 
spection, having learned the wisdom of re- 
maining under his care; and even big, 
strapping concerns apparently in perfect 
health, would drop in and have themselves 
looked over, as a precautionary measure, 
and take advice how to guard against sick- 
ness and keep in good trim. As his fame 
increased, owing to some particularly bril- 
liant cure or the patronage of some espe 
cially important patient, the number of 
those that flocked to his consultation rooms 
became greater and greater—so much so 
that, to my personal knowledge, many | ad 
to be turned away, simply because the 
famous physician could not possibly find 
time to attend to them. 
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That 10% Union Pacific Dividend 


Those of you who are familiar with Wall 
Street events will know that in August, 
1906, the Union Pacific dividend was jumped 
from an annual rate of 6% to 10%, which 
act unchained a storm of criticism against 
Mr. Harriman. He was accused of having 
perpetrated a stock jobbing trick, as the 
property, it was thought, could not possibly 
maintain that rate of dividend, and of hav- 
ing bought stock on his.,advance knowledge, 
immediately preceding the declaration of 
the increased dividend, so as to profit, at 
the expense of other holders, who had no 
knowledge of what was contemplated, 
from the rise in the market which was 
bound to follow. Both accusations were un- 
justified. No property for the management 
of which Mr. Harriman was responsible 
ever reduced its dividend, and the Union 
Pacific has maintained with ease a dis- 
tribution of 10% per annum, derived to the 
extent of 6% from the earnings of the rail- 
road, and to the extent of 4% from its in- 
vestment holdings. Anybody who knew 
anything of Mr. Harriman’s methods knew 
that his acts were not the results of sudden 
impulse, but of plans long prepared and 
determined on; that he had gone on record 
at every opportunity as advising owners of 
Union Pacific stock to retain their holdings, 
and that if he wanted to increase his own 
holdings he would do so (as, in fact, he 
invariable did) in times of depressions and 
not wait to rush in a few days or weeks be- 
fore the advent of some favorable consum- 
mation. At one of the hearings at which 
he was examined, he was asked whether it 
was not a fact that he had bought Union 
Pacific stock in anticipation of the 10% 
dividend declaration, the meaning of the 
question being of course the accusation that 
he had unfairly taken advantage of his ad- 
vance knowledge of the contemplated in- 
crease. To every one’s surprise Mr. Harri- 
man calmly answered “Yes.” The examiner 
turned towards the audience with a trium- 
phant smile and continued: “Mr. Harriman, 
as. you have been thus frank, would you 
mind telling me approximately when and at 
what prices you bought that stock which you 
have just admitted you acquired in anticipa- 
tion of the increased dividend?” Mr. Harri- 
man smiled faintly in his turn as he 
answered slowly: “Certainly, I shall be glad 
to tell you. Let me think back a minute. I 
bought most of that stock, many thousand 
shares of it, in anticipation of the 10% divi- 
dend declared August, 1906, some eight 
years before, mainly in 1898, and I paid all 
the way from 20 to 30 for it. And I bought 
more of it in subsequent years, whenever 
prices were low, many thousand shares 
more; and all the time while I was ac- 
cumulating it I anticipated the declaration 
of that dividend.” 


If a fight was on somewhere, whether it 
was his or not, he itched to be in it, but he 
never started hostilities except as an 
ultimate resource in self-defence, or to 
safeguard what he conceived to be vital in- 
terests of the properties entrusted to his 
care. He was a born fighting genius, and 
had he lived in an earlier age he probably 
would have ranked amongst those who with 
their swords carved kingdoms for them- 
selves out of the map of Europe and 
founded dynasties. His generalship, re- 
sourcefulness and executive ability were 
truly marvelous. It is no mere phrase to 
‘say, that he never knew the meaning of the 
word “fear”—either physical or moral. And, 
whatever the provocation or danger, what- 
ever the weapons used by the enemy—and 
sometimes they were poisoned weapons—he 
always fought fair, he never struck a foul 
blow. His word was equally good to friend 
and foe, and it was truly as good as his 
bond. No one, not even his bitterest oppo- 
nents, ever accused him of having gone 
back on or given a twisted meaning to his 
words. Never did he break faith—nor con- 
sider himself free to do so in the remotest 
degree towards those even who had flagrant- 
ly broken faith with him. He was loyal to a 
fault. In more cases than one I have known 
him to take upon himself the whole brunt oi 
defence or attack, from a fine feeling born 
of chivalrous consideration for those on 
whom he might have unloaded part of the 
burden, and of a proud consciousness of his 
ability. to cope with difficnlt situations 
single-handed and unaided. And never have 
I met any one more utterly free from 
vindictiveness and malice. 


Money Making Incidental 


Mr. Harriman, as is well known, left an 
exceedingly large fortune, yet the wealth 
which he amassed was but a small fraction 
of the wealth which his constructive genius 


created. There was at one time a group ol 
railroad men, of unsavory memory, who 
made their money out of wrecking and 
pulling down. Their antithesis was Edward 
H. Harriman. The vast bulk of his fortune 
he made by backing the country, in general, 
and the enterprises to which he mainly de- 
voted his genius, in particular. Any other 
man, who would have had the same faith in 
Mr. Harriman’s constructive ability, judg- 
ment and farsightedness which he had him- 
self, and the courage to back that faith as 
Mr. Harriman did many a time by every 
dollar he owned, would have come measur- 
ably near to reaping the same financial re 
wards as Mr. Harriman did, though of 
course he would also have had to have Mr 
Harriman’s wisdom and _ self control in 
choosing the time when to be bold and when 
cautious, when to venture far out with ever) 


(Continued on Page 8a, Advertising Section) 
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Powers of the War Finance Corporation 


A Condensed Summary of the Law as Passed by Congress 





N our April 27 issue we published 
an article, “How the War Finance 
Corporation Works,” outlining its 


- proposed operations and estimat- 
ing their probable effect on business and in- 


vestment conditions. In view of the import- 
ance of the help in financing which may be 
rendered by the government through this 
corporation, we give below a condensed 
summary of all the provisions of the law as 
passed : 


The War Finance Corporation is under the 
management of the Secretary of the Treas- 
ury and four additional directors appointed 
by the President of the United States with the 
consent of the Senate. 

Its capital stock is $500,000,000, subscribed 
by the United States, and paid for out of 
money in the Treasury, for the purpose ‘of 
providing credits for industries in the United 
States mecessary to the prosecution of the 
war. 

It is organized for a period of ten years, 
provided the war lasts as long as that. Should 
the war end before that time, the corporation 
shall terminate its affairs six months after 
peace is declared. 

Two officers were appointed at the time of 
organization to serve for two years, and two 
for four years; thereafter the term of office 
will be four years. Their salary is $12,000 per 
year each. They are subject to removal by 
the President. Three directors constitute a 
quorum. 

The corporation has power to make con- 
tracts, to sue and be sued, purchase or lease 
real estate, and complain and defend in any 
court of the United States. 

The purpose of the corporation is to make 
advances for a period not exceeding five years 
to any bank, banker or trust company, which 
after April 6, 1917, has made loans, rendered 
financial assistance by purchase of bonds or 
other obligations, or had loans outstanding to 
any person, firm or corporation doing a busi- 
ness mecessary to the prosecution of the war. 

The amount of this advance shall not exceed 
75% of the face value of such a loan, or, in 
the case of bonds, the value of the bonds at 
the time the advance was made. 

The security for such advances shall consist 
of a promissory note of such bank, banker or 
trust company secured by the notes or bonds 
which are the basis of such advance. 

The corporation also has power to make ad- 
vances up to 100% of the face value of such 
loan, or up to 100% of the value, as estimated 
by the directors, of such bonds, provided that 
in addition to the security mentioned above, 
additional collateral security, equal to at least 
33% of the amount advanced, be furnished as 
prescribed by the directors. 
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The corporation may also make advances to 
savings banks or building and loan associa- 
tions for periods not exceeding one year, 
should it think such advances contributory to 
the prosecution of the war. Such advances 
must be secured by pledge of securities of a 
character prescribed by the Board of Directors 
equal to at least 133% of amount of the 
advance. 

The corporation may also make advances 
direct to a person, firm or corporation (doing 
a war business) when such person or corpo- 
ration is unable to obtain funds through the 
ordinary banking channels at reasonable rates. 
In such event, the corporation is empowered 
to make advances for periods not in excess 
of five years, the amount of such advances not 
to exceed at any one time an amount equal 
to 12%% of the capital stock of the corpora- 
tion plus the aggregate amount of bonds of 
the corporation authorized to be outstandin 
at any one time, or an amount equal to 10% 
of the authorized capital stock of the corpora- 
tion alone. 

Such advances are to be secured by ade- 
quate security of such character as shall be 
prescribed by the Board of Directors, of a 
value at the time of such advance equal to at 
least 125% of the amount advanced. 

The rate of interest charged in all cases 
mentioned above shall be not less than one 
per cent. in excess of the rate of discount for 
90-day commercial paper prevailing at the 
time of such advance at the Federal Reserve 
Bank in the district in which the borrower 
is located. 

The corporation is authorized to issue its 
own bonds in an amount aggregating not 
more than six times its paid-in capital, or 
$3,000,000,000, to mature in not less than one 
nor more than five years. The bonds are to 
bear such rate of interest as may be deter- 
mined by the Board of Directors subject to 
the approval of the Secretary of the Treasury, 
and they are to be redeemable at the option 
of the corporation. 

The bonds will have a first and paramount 
charge on all the assets of the corporation, 
which can neither mortgage nor pledge any 
of its assets. 

These bonds have the same tax-free features 
as are found in bonds of the Second Liberty 
Loan and subsequent issues—i. e., they are 
free from all forms of taxation, excepting 
inheritance taxes, and the income therefrom 
is free from all normal taxes, while the income 
from $5,000 principal is also exempt from 
surtax and excess profits taxes. 

Other features of these bonds are that they 
may be issued payable in foreign money, or 
issued payable at the option of the holder in 
either dollars or foreign money, at a rate of 
exchange fixed by the Director of the Mint. 
The Federal Reserve Banks are authorized 
(subject to maturity limitations of the Federal 
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Reserve Act) to discount the direct obligations 
of member banks secured by such bonds, and 
to rediscount eligible paper secured by such 
bonds and endorsed by a member bank. No 
discount, however, will be granted at less than 
1% above prevailing rates of exchange. Fed- 
eral Reserve notes issued against the security 
of such obligations, are liable to a special 
interest charge by the Federal Reserve Board, 
which need not be applicable to other Federal 
Reserve Notes. 

The net earnings of the corporation shall be 
accumulated in a reserve fund, which shall be 
invested in Government bonds of the Second 
Liberty Loan or any subsequent issue, or such 
accumulated earnings may be deposited in 
member banks to be applied to the redemption 
of any bonds issued by the corporation. 

Prior to the dissolution of the corporation 
(at the expiration of ten years or six months 
after peace is declared, as the case may be) 
the directors may sell and dispose of any se- 
curities acquired by the corporation. Any 
balance remaining after all debts are paid 
shall be paid into the Treasury of the United 
States. 


The corporation itself shall be free from all 
taxation except taxes that may be imposed 
on real property held by it by any State 
county or municipal authority. 

The United States does not hold itself liable 
for the payment of any bond or other obliga- 
tion, or the interest thereon issued or incurred 
by the corporation. 

Capital Issues Committee 

The Capital Issues Committee is composed 
of seven members appointed by the President 
with consent of the Senate. At least three 
members must be members of the Federal Re- 
serve Board. Each member shall hold office 
for such time as the President shall see fit. 
The salary is $7,500 per year. 

The purpose of the Committee is to investi- 
gate and pass upon securities offered for sale 
(in excess of $100,000) for capital purposes 
only. Borrowing in the ordinary course of 
business and the renewing or refunding of 
indebtedness existing at the time of the pas- 
sage of this Act is not one of its powers. 

This Committee permits the issuance only 
of such securities as it deems compatible with 
the national interest. 














WHY RUSSIA COLLAPSED 


You all know of the sacrifices that my country has made in the great 
struggle against the German militarism and despotism. You know that in dead 
and wounded alone Russia has sustained the loss of over seven million men. 
Unfortunately Russia has now fallen under the staggering burden of the war. 
One thing is certain, the main and fundamental cause of this collapse lies in 
Russia’s lack of economic preparedness. In order to go through such a war as 
that in which the world is now engaged it is not sufficient to have armies; it is 
necessary to have also a well developed industrial system and a stable financial 
organization. This economic weakness which has brought the Russian people 
to a state of exhaustion was seized upon by the mad and ignorant Utopians, who 
had very little in common with the great democratic masses of the Russian peo- 
ple, and who, in a conscious or unconscious cooperation with the German General 
Staff, since the very beginning of the revolution had been demoralizing the 
Russian Army by their pacifist propaganda, had been poisoning the working 
masses by a propaganda of class hatred, had been destroying the Russian in- 
dustry. However, at the present time not only the educated classes which have 
always been opposed to the Bolsheviki, but even the masses of the workingmen 
and the peasants are beginning to understand the madness of the Bolshevist 
policies, that have plunged the country into a state of anarchy and have de- 
livered it into the hands of the enemy. If it is still impossible to speak of the 
restoration of the Russian front, we can confidently expect, nevertheless, or- 
ganized attempts of resistance to the German invasion of Russia, especially 
to their gaining control of that treasure house of natural resources, Siberia.— 
From a speech by S. S. Novosseloff, president of the Russian Tanners’ Associa- 
tion at the joint convention of the National Association of Tanners’ and Ameri- 
can Leather Chemists’ Association at Atlantic City. 
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ARTICLE I 


The Background and Principles of the 
Federal Reserve System 





By EUGENE E. AGGER, 


Associate Professor of Economics, Columbia University, Author of “Organized Banking,” “The 
Budget in the American Commonwealth,” Etc. 





HERE is always a certain air of 
mystery about banking to the 
“man in the street.” Sometimes 
the mystery takes on the color of 
necromancy or of black art. The whole 
business of reserves and assets and involved 
statements of condition strikes him too fre- 
quently as a gigantic affair of “hokus- 
pokus.” Yet the principles of banking are 
not difficult to understand, and in a demo- 
cratic country like the United States, where 
banking questions enter so frequently into 
political discussion, the intelligent citizen 
ought to make a point of being sufficiently 
informed to justify an independent expres- 
sion of opinion. This is especially true of 
business men and investors, who have a real 
stake in a well conducted banking system. 
Down to the establishment of the Federal 
Reserve System, banking developed pretty 
much along “hit-or-miss” lines. It was 
not that we did not have sufficient regula- 
tion. Indeed, in some respects there was 
too much regulation. But the regulation 
that we had was not unified, was not con- 
sistent and was not based on a thoroughly 
matured understanding of the part that 
banking plays in the nation’s business life. 
We had a “national” banking system con- 
trolled by the Federal Government at 
Washington. Then we had as many State 
banking systems as there were States. There 
were some 7,500 national banks and over 
18,000 State banks. Through laborious 
exertions a certain uniformity in legisla~ 
tion was obtained by “uniform negotiable 
instruments acts” and similar measures 
fostered by the American Bankers’ Associa- 
tion. These did not, however, touch the 
basic structure, and hence it could not be 
said that we had a real United States bank- 
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ing system co-ordinated and closely knit 
together in the interests of American busi- 
ness as a whole. We had a loose aggrega- 
tion of individual banking units. 


The Practical Side of Banking 


Bank credit and bank credit instruments 
obviously play today an important part in 
our business life. Few people carry on 
business of any kind without coming di- 
rectly or indirectly into contact with the 
banking machinery. It is estimated that 
from 75 per cent to 90 per cent of all our 
business is conducted by means of credit 
in some form, bank credit bulking prepozi- 
deratingly in the total of all kinds used. 

Owing to natural changes in business 
conditions and to influences affecting 
people’s confidence in banks, the demand 
for bank credit is subject to much varia- 
tion. It is one thing in a city one day and 
another thing a month later. Moreover, 
the demand will shift from credits in the 
shape of deposits and used by means of 
checks, to credit in note form when a hand- 
to-hand exchange medium is wanted. For 
example, in the fall when the farmer is 
marketing his crops, he has fo have hand- 
to-hand money to pay off his help. The 
laborer cannot use checks. Then, too, de- 
positors will often want to “draw money” 
out of the bank for all sorts of uses. Under 
such conditions, bank notes are just as 
satisfactory to them as greenbacks or silver 
certificates. What they need is money that 
they can carry around in their pockets. 


Why Elasticity Is Necessary 


Now it is because of the changeable na- 
ture of demand of this kind that it is said 
that bank credit must be “elastic.” 
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Elasticity means flexibility — expansion 
when demand increases, contraction when 
demand falls off. It means also an ade- 
quate degree of interchangeability as be- 
tween deposit credits and bank notes, in 
order to take care of any shift in demand 
from credit in the form ef a bank deposit 
to credit in the form of bank notes, and 
vice versa. When credit fails to expand 
when demand increases, we have the 
familiar phenomenon of “stringency” in the 
money market. Money rates rise unduly; 
business men find it difficult to obtain ac- 
commodation; and the whole machinery of 
business is interfered with. On the other 
hand, over-expansion of credit or “in- 
flation” boosts prices unevenly, upsets the 
purchasing power of many incomes, and 
causes other serious disturbances. Again, 
if people want to draw money out of the 
bank and the bank is prevented in some 
way from meeting the withdrawals by 
issuing its own notes, it is forced to pay 
cut cash from its reserves. But if a bank 
loses cash from its reserves, it must reduce 
the credit that it can extend and the result 
again is stringency and business embarrass- 
ment—sometimes also popular panic and 
thereafter complete depression. 

It is because of this variable character 
oi demand that bank credit must be elastic. 
Yet such elasticity can be obtained only 
when that upon which bank credit itself 
rests is flexible and responsive. From the 
bank’s point of view credit can be extended, 
first, when adequate cash reserves are 
available for the purpose, and second, when 
proper forms of assets on which to base the 
credit are forthcoming. Mobility and 
elasticity of credit mean mobility and 
elasticity of cash reserves and of the assets 
satisfactéry’ for the bank whose depositors 
and note-holders have the right without 
preliminary notice to demand cash. 

Experience has demonstrated that from 
the point of view of cash reserves, nothing 
succeeds so well as “mobilization,” namely, 
bringing all available reserves together to 
be used as a unit. This does not mean 
necessarily that the actual cash must be 
heaped in a single pile, but that the con- 
trol of the credit based on all the cash be 
sufficiently unified to permit the free flow 
of credit from place to place, and to insure 
adequate expansion and contraction when 


demand changes. But experience has also 
demonstrated that just as important as mo- 
bilization of reserves is the creation in the 
field of business of mobile assets—com- 
mercial paper, etc., which the banks can 
handle in somewhat the same way as they 
do their reserves. Behind every dollar in 
deposits or in outstanding currency a bank 
must have actual cash and other sound as- 
sets. The proportions run possibly from 
5 to 25 per cent. in cash, with the balance 
in other assets. If the credit is to be mo- 
bile and elastic, the cash reserves must be 
flexible—but so, obviously, must the other 
assets also be. 

Lastly, since business is carried on over 
wide areas by countless individuals, the 
use of bank credit by them introduces com- 
plex problems of clearing and exchange. 
There are firstly, the problems of domestic 
clearing and exchange, which deal simply 
with payments between different places in 
the same country. But foreign clearings 
and exchange involve complexities based 
on the use of different kinds of money, as 
well as those growing out of mere separa- 
tion of places. A free flow of credit from 
place to place at home, as demand varies, 
depends much upon the proper organiza- 
tion of the clearing and exchange machin- 
ery. Mbobilized reserves, or centralized 
control of reserves supply the simplest 
basis for such machinery. In like manner, 
through operations in the foreign exchange 
market, they permit also a safeguarding of 
a country’s whole reserve position in its 
dealings with other countries. 


Advantages of Unification 


It was because we had no such unifica- 
tion and co-ordination that in the disas- 
trous panic of 1907 it was seen that in the 
United States our banking machinery had 
completely broken down. Banks had come 
to be predominantly depended on in carry- 
ing on our business. Yet in the study 
made of our system by the National Mon- 
etary Commission after the 1907 panic, the 
Commission pointed out seventeen weak- 
nesses, all of them traceable to lack of 
unity and co-operation in the banks them- 
selves and in the business practices in the 
fields which touch banking. 

The criticisms of the Monetary Commis- 
sion cannot be discussed here in detail, but 
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they can be very briefly summed up. 

Our banking credit was inflexible and 
inelastic. This was due in the first place 
to our system of widely scattered reserves. 
The bulk of the banking reserves in the 
country were scattered among 25,000 na- 
tional banks and state banks and trust 
companies. The separate banks had no 
adequate facilities for helping each other 
out when sectional neetis varied, and as 
each was thus thrown entirely on its own 
resources in times of serious trouble, there 
was widespread contraction of credit facil- 
ities by the banks and useless hoarding of 
reserves. For the bank that did not have 
a surplus of reserves, the prohibition of 
further credit extension when reserves 
reached the legal minimum of 25 per cent. 
or whatever it might be, constituted what 
has been called a “dead line.” Beyond 
the “dead line” its reserves were useless as 
far as any new aid to its customers was 
concerned. 

Scattered reserves were aggravated by 
what may also be called the “scattered” 
character of the other assets. In other 
words, most of the investments that a bank 
held in addition to cash on hand, to but- 
tress its own credit, were of such a nature 
that they had to be held until maturity, 
and could not be used to pass freely from 
one bank to another in order to supply a 
mobile basis for credit. Single name pa- 
per, which predominated in this country, 
was good only in the neighborhood where 
the maker was known. The so-called com- 
mercial paper market in the United States 
was open only to relatively few well-known 
firms. Hence as a first line of liquid as- 
sets in secondary reserves, banks had often 
to depend excessively on call loans which 
the average business man could not use. 
and the bulk of the banks’ assets had to 
be held until full maturity. 

Bank notes offered a special difficulty. 
Instead of permitting banks to base note 
issue on at least a proportion of the nor- 
mal assets that come to it in the ordinary 
course of business, the law required the 
national banks to go into the market and 
buy United State; bonds. Then there were 
restrictions on the total amount of notes 
that could be monthly withdrawn from cir- 
culation. Bank currency was therefore 
inelastic. It could not adequately expand 
when demand increased, because the bond 


market had to be reckoned with. Similar- 
ly, because of the limitation of redemption, 
banks hesitated to put out more notes than 
an amount that could be expected to re- 
main in circulation. Instead therefore of 
showing marked seasonal variations in 
outstanding issue, the national bank notes 
as a whole tended steadily to increase. 
State bank notes were unavailable, because 
ever since 1863 a federal tax of 10 per 
cent. had been imposed on them. 

Again, we had in the United States no 
well-organized system of domestic clearings 
and exchange; and in the foreign field not 
only did we not have any authority that 
could protect the national gold reserves 
through proper supervision of credit at 
home and through operations in the for- 
eign exchange market, but there was no 
credit machinery for properly financing 
and assisting our foreign trade. 

The analysis of the weaknesses of the 
banking system as it stood after the panic 
of 1907 suggested the main lines of reform. 


Main Purpose of Federal Reserve 
System 


The first thing aimed at in the organi- 
zation of the Federal Reserve System was 
the mobilization of reserves. Yet it was 
believed that the outward appearance of 
centralization had to be avoided; so it was 
provided that the country should be divid- 
ed into from eight to twelve federal reserve 
districts, in each of which, in a selected 
city, a new bank was to be started, called 
the “Federal Reserve Bank.” The capital 
of the Federal Reserve Banks was to be 
subscribed as far as possible by the banks 
joining the system. If the banks failed to 
subscribe the minimum of $4,000,000 re- 
quired, the public or the government was 
to make up the discrepancy. National 
banks were virtually compelled to join the 
system, but the State banks were to come 
in only if they so chose. Besides such cash 
as the capital subscriptions might bring, 
the bulk of the reserve funds brought to- 
gether in the reserve banks were to come 
from the compulsory deposit in them by 
the member banks of the member banks’ 
required reserves, and also through the de- 
posit in the reserve banks of government 
funds. Individual deposits in the reserve 
banks were not, however, to be made. The 
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reserve banks were given the character of 
banks and of the government. 


Having centralized in the reserve bank 
the reserves of each district, the next prob- 
lem was to make the reserves accessible. 
This was done by making a member bank’s 
balance with the reserve bank equivalent 
for the member bank to cash in its own 
vaults. Hence all that was necessary for 
the member bank to do, when it wished to 
strengthen its reserve for any purpose, was 
simply to increase its balance with the re- 
serve bank. This it could do by obtaining 
an advance from the reserve bank by re- 
discounting some of the eligible paper car- 
ried in its portfolio or by obtaining an ad- 
vance on the basis of its own note. The 
final cash behind the credit was thus in the 
hands of the reserve bank. This enabled 
the reserve bank to come to the aid of the 
member banks as long as the required re- 
serves were maintained by the reserve 
banks, and also permitted the reserve banks 
in fixing their own rates to determine the 
rates that would tend to prevail in the mar- 
ket. The greater the dependence of the 
member banks upon the reserve banks, the 
greater the supervisory power of the reserve 
banks. Similarly, the more completely the 
State banks come into the reserve system, 
the more effective will its aid and control 


be. 


On the other hand, if the demand of the 
bank’s customers were for hand-to-hand 
currency, provision was made for the issue 
by the Federal Reserve Banks of “federal 
reserve notes.” The law also provided for 
the issue of what in distinction are known 
as “federal reserve bank notes,” but these 
are intended as a temporary form of issue 
to facilitate the elimination of the old 
bond-secured currency and to help effect 
a transition to a new type. Federal re- 
serve notes were to be issued to member 
banks whenever a member bank wished to 
draw down its balance in currency. By 
re-discounting eligible paper or by borrow- 
ing on its own note with paper collateral, 
the member bank could obtain practically 
all the notes that it needed, and the draw- 
ing down of forms of cash available for 
reserve purposes was thus avoided. 


New Reserve Requirements 


There were included in the act provi- 


sions regulating the reserves to be main- 
tained, but these were not of the old “dead 
line” variety. Reserves maintained by the 
member banks against deposit liabilities 
were finally fixed at 13, 10 and 7 per cent. 
for central reserve cities, reserve cities and 
country banks, respectively. The require- 
ment for the reserve banks for their de- 
posits was 35 per cent. in “gold and law- 
ful money.” The higher percentage for 
the reserve banks is due to the fact that 
deposits at the reserve banks are reserves 
for member banks. The reserve require- 
ment for federal reserve notes was fixed at 
40 per cent. in gold—not “gold and lawful 
money,” as with deposits. But to prevent 
these fixed requirements from acting as 
rigid limitations upon the banks in the use 
of their resources, it was provided that un- 
der the supervision of the Federal Reserve 
Board, at the head of the system, the re- 
serve provisions could be temporarily sus- 
pended. In case of such suspension, how- 
ever, in order to avoid the possibility of 
inflation, it was provided that the board 
had to levy a tax to be added to the dis- 
count and loan rates. In like manner, 
owing to the peculiar tendency of notes to 
remain in circulation, whereas. checks 
based upon deposits quickly get back to 
the banks on which they are drawn, it was 
provided that member banks could not 
count federal reserve notes as a part of 
their required reserves, and federal reserve 
banks were forbidden, under a 10 per cent. 
penalty, to pay out the notes of any other 
federal reserve bank. 

But what about the other assets besides 
cash which are essential to real elasticity? 
Here the law went as far as mere law could 
in laying the foundation for new practice. 
It endeavored to provide for new forms of 
commercial paper so standardized that it 
could pass freely from hand to hand. 
While not forbidding ‘the use of single 
name paper, it encouraged the development 
of bankers’ acceptances and similar forms 
stronger and more widely acceptable than 
single name paper. Moreover, it empha- 
sized the development of “commercial” as 
distinct from speculative and investment 
paper. But it kept the whole matter flex- 
ible by putting the power of definition of 
eligible paper, within the broad lines laid 
down by the act itself, in the hands of the 
Federal Reserve Board. 
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The theory of the act was therefore that 
member banks could, in dealing with their 
own reserve banks, obtain funds to 
strengthen their own reserves or, for the 
purpose of meeting demands for currency, 
obtain circulating notes. But proper assets 
had to be kept on hand for the purpose. 
The law went further. If a reserve bank 
itself approached the limit of its resources, 
it was provided that under the supervision 
of the board, voluntary or compulsory re- 
discounting by one reserve bank for an- 
other might be arranged. Through this 
procedure practically unified control of the 
reserves in the whole system was estab- 
lished, while at the same time related con- 
trol of mobile assets was also put into the 
hands of the board. 


Powers of the Federal Board 


The Federal Reserve Board was thus in- 
tended to unify the whole federal reserve 
system. It is the most powerful adminis- 
trative board in the world. Its function 
is to supervise practically every aspect of 
the reserve system, reserves, assets, rates, 
etc. Its members are presidential ap- 
pointees, although two, the Secretary of the 
Treasury and the Comptroller of the Cur- 
rency, are ex officio members. Through its 
control over rates, etc., it was intended that 
the board should control as far as possible 
the whole question of credit expansion. 

To assist the Federal Reserve Board a 
Federal Advisory Council was provided. 
This is made up of one member from each 
district, chosen by the reserve bank of the 
district. Its powers are advisory only. 

Recognizing the importance of clearings 
and exchange, the act made broad provi- 
sion for a scientific system. It provided 
that the reserve bank in each district could, 
under regulations issued by the Federal 
Reserve Board, constitute itself a clearing 
house for its member banks. The handling 
of member banks’ reciprocal liabilities 
could thus be attended to through a simple 
shifting of balances on the books of the re- 
serve bank. To handle items arising be- 
tween banks in different districts, the act 
provided that the Reserve Board ‘itself 
could act as a clearing house for the re- 





serve banks, or that the Reserve Board 
could designate any one of the reserve 
banks to act in that capacity. In other 
words, inter-district as well as intra-dis- 
trict clearings were provided for. 

In like manner, the importance of for- 
eign operations were not overlooked. To 
assist in the development and financing of 
foreign trade, the act authorized the open- 
ing of foreign branches by member banks 
as well as by reserve banks, the whole mat- 
ter being, of course, under the regulation 
of the Federal Reserve Board. Moreover, 
for the purpose of protecting reserves at 
home, a series of provisions were formu- 
lated. The reserve banks were authorized 
to buy and sell foreign exchange in the 
open market in order to enable them, if 
possible, to prevent foreign exchange rates 
from advancing to the gold export point. 
They were authorized to open foreign 
branches or accounts in order to facilitate 
this business, to buy and sell, borrow and 
lend exchange and gold, and thus generally 
to participate on an important scale in ac- 
tual foreign operations. The Federal Re- 
serve Board itself in its control of the dis- 
count rate, in so far as the official rate 
could be made effective in the market, was 
also put in the position of protecting home 
reserves not only by checking undue ex- 
pansion of credit at home, but also by in- 
fluencing foreign exchange rates to the full 
extent that such rates could be made to 
respond to changes in the discount rate. 

Without going into detail it may also be 
said that the law provided for adequate 
examination and publicity. This was con- 
sidered essential for the maintenance of 
full popular confidence. Reports were re- 
quired weekly from the Reserve Board con- 
cerning the reserve banks. Examinations 
of and reports by the member banks were 
also amply assured. Indeed it has been 
suggested by some that the law goes farther 
than necessary in this matter. 

Looking, therefore, at the federal reserve 
system as a whole, it may be said that its 
planning was astute and thorough. Its ac- 
tual operations and its promise for the fu- 
ture will be briefly discussed in subsequent 


papers. 








Leading Opinions 


About Financial, Investment, Banking and Business Conditions 





E. N. Hurley on 
Gov't Control. 


Edward N. Hurley, chairman of the 
United States Shipping Board, in an ad- 
dress before the National Coal Association, 
said regarding the coal and shipping prob- 
lems: 

“It was absolutely necessary for the Gov- 
ernment to step in and take over control of 
the coal industry. No man can say how 
long the Government may exercise its su- 
pervising control over the production and 
distribution of coal, but most all business 
men now appreciate that the Government 
is going to take an important part in our 
affairs hereafter. Therefore, we do not face 
the question of the old methods of doing 
business, but we must all adapt ourselves to 
the new conditions that now prevail. 

“In past wars, victory was thought largely 
a matter of purely military strategy. Under 
our highly organized system of today the 
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whole weight of the nation must back up 
with its full resources, military and naval 
action. Otherwise there can be no effective 
action. This means that everything of basic 
importance needed to carry on the war 


must be operated as a unit. Coal is a fun- 
damental. Transportation for the carrying 
of coal and all other commodities is another 
fundamental. Our Government is fast go- 
ing ahead with its process of co-ordinating 
railroad systems and inland waterways, lake 
and coastwise ocean transportation. Rail- 
way equipment is being provided. Fleets 
of ships and vessels have already been 
speeded from our shipyards and many more 
will follow. You should examine critically 
your own management. In my judgment, 
50 per cent. of the inefficiencies of coal pro- 
duction today is due to poor management. 
Many of your properties are well equipped 
and well managed, and might serve as mod- 
els for all the world. They set a splendid 
standard for the efficiency committee to 
measure up to, yet you know that there are 
hundreds of mines that are not well 
equipped; that are indifferently operated; 
that are loading poor coal; in short, that 
are poorly managed. They constitute a fer- 
tile field for your efficiency committee to 
cultivate.” 


“Steel Industry on 
Better Basis”—Gary 


E. H. Gary, president of American Iron 
& Steel Institute, speaking at its conven- 
tion at Waldorf-Astoria, said the suspicion 
with which the government authorities had 
in the past regarded the iron and steel in- 
dustry has now been dissipated, and gov- 
ernment and steel producers are working 
in complete harmony and mutual under- 
standing. 


Judge Gary also discussed the question of 
taxation, which, he said, was likely to be 
much higher, there being talk of doubling 
the excess profits and income taxes. He was 
of the opinion rather that steel men would 
not care what the extent was or will be to 
defend the rights and liberties of the world, 
provided they were equitably distributed 
and the money wisely expended. 

Conditions of steel industry on the whole 
and prospects for business were good, Judge 
Gary said. “We at least have a steady cus- 
tomer, and one able to pay 

“Steel men have marched up to point of ob- 
ligation with most loyal, patriotic and fair 
disposition, having in mind the one idea of 
trying to serve the country, in total disre- 
gard of personal gain or success. Whatever 
may happen in the future to us and to our 
business, we have the satisfaction of know- 
ing that we did our best. This disposition 
on the part of steel people has had its effect 
on Washington. There have been times in 
Washington when our whole business was 
criticised unfavorably. 
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“You have read in the newspapers that 
it was the disposition of the governmental of- 
ficials to take possession of the iron and steel 
industry and manage it, and you have read 
that it was proposed to do a good many 
things which seemed to you unfair. 

“It seemed to us that there was great 
danger of our business being jeopardized, 
but by discugsion we‘ have been able to 
avert disaster at least and to secure fair and 
senaenine treatment from Government of- 
heals. 

“We find today high officials coming to 
steel men with statement that they want to 
co-operate with them. They want our as- 
sistance. They depend not only upon our 
loyalty, but upon our ability to assist the 
Government in this time of great distress. 
It is our hope that the United States Gov- 
ernment is going to foster and assist enter- 
prise instead of attacking it. 

“We are doing another thing. The Gov- 
ernment is permitting us, assisting us and 
urging us to do it. We are day by day put- 
ting our affairs in better shape. We are 
being better prepared for the future.” 


“Banking Conditions 
Sound.”—G. W. McGarrah 
“Banking conditions are sound and, 


speaking generally, the situation at the 
moment is more satisfactory than in the 
period immediately succeeding either the 
first or the second Liberty Loan,” Gates 
W. McGarrah, president of the Mechanics 
& Metals National Bank of this city, stated 
recently. 


“The Third Loan having gained a remark- 
ably wide distribution, *the banks have had 
their financial strength conserved, and thus 
found it possible to use a portion at least of 
their resources for general purposes, while 
still doing their full share in supporting the 
Government in financing the war. 

“Nevertheless, continued firmness for an 
indefinite period is in prospect for the 
money market. In all industrial communi- 
ties, particularly where manufacturing en- 
terprises of the group recognized as ‘essen- 
tial’ to the war are running at full capacity, 
the need for funds is at a maximum, while 
in the agricultural regions high prices for 
material and labor have compelled farmers 
to borrow very freely to enable them to 
carry on their spring work. 

“The situation withal is as satisfactory as 
could possibly be expected in the face of 
the very abnormal conditions prevailing, 
and bankers throughout the country are 
entitled to great credit for the care and good 
good judgment which they have exercised 
in the conduct of the financial institutions 
generally. It might not be amiss to sug- 
gest, however, that the longer the war con- 


tinues, the more constant must be the care 
and attention given to all financial require- 
ments, and the public quite as well as the 
bankers should appreciate this fact.” 


“Sounder Basis for 
Business”—L. E. Pierson 


“To the nation and to all interested in 
protecting its interests, in the present grav- 
est emergency in its history, the American 
Trade Acceptance Council would say that 
the development of the trade acceptance 
method in American business not only is 
important and urgent, but indispensable.” 

This message was brought to the Mary- 
land Bankers’ Association, in convention, 
by Lewis E. Pierson, chairman of the coun- 
cil and chairman of the Irving National 
Bank of New York. “If we are to win this 
war and protect the national interest in the 
world commercial contest which will fol- 
low, we must put the business of the nation 
upon a sounder basis, a basis which the 
founders of the Federal Reserve System 
provided and of which to the present time 
we have not availed ourselves,” Mr. Pierson 
asserted. 

“We believe that the trade acceptance 
method when developed will improve 
American banking and business conditions 
generally, and we hope that its development 
can proceed without creating any harmful 
disturbances in the business of the country. 
Therefore we wish to avoid rush and hurry. 

“It is not a fad or novelty which we pro- 
pose, but a tested and tried business method 
bearing, in full harmony with the Federal 
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Reserve System, directly upon the present 
and future prosperity of the entire nation.” 
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“Revise Income 
Tax Law”—M. F. Frey 


Now that Congress has definitely decided 
to revise the tax laws, chiefly with the view 
of producing additional revenue, bankers 
and others are calling attention to the 
urgent need of simplifying the provisions 
of the Income Tax law so that the same 
may be more intelligible and more easily 
administered. 


Morris F. Frey, tax expert of the Guar- 
anty Trust Company, says that much of the 
confusion which existed in the administration 
of the law was due to the complexities of the 
act and not to the fundamental principles of 
the tax. “By rewriting the law,” he said, 
“many of the intricacies and inconsistencies, 
which have been brought about to a large ex- 
tent by amendment from time to time, may be 
eliminated and the fundamental principles of 
the tax and the distribution of the burden 
upon the taxpayer remain unaffected.” 

Under the income tax law as it stands 
today there are four separate taxes (ex- 
clusive of the excess profits tax). namely: 
the normal tax under the act of Sept. 8, 
1916; the normal tax under the act of Oct. 3 
1917; the surtax under the act of 1916, and 
the surtax under the act of 1917. The con- 
fusion necessarily incident to the assessment 
of these numerous taxes is declared to be 
evident to everybody, and according to Mr. 
Frey, there is no reason why they should 
not all be consolidated into one graduated 
tax. 


Great War 
Need for Metals 


Allied superiority in their supply of 
metals most needed for carrying on the war 
must, it seems, in the long run be a decid- 
ing factor in our favor as against the less 
favorable situation of the Central Powers, 
in the opinion of E. A. S. Clarke, president 
of the Lackawanna Steel Company, who 
addressed the National Foreign Trade Con- 
vention, held at Cincinnati. Mr. Clarke, 
citing figures to show the expansion of steel 
production, said that the same general con- 
ditions obtained in the case of copper, lead, 
tin and zinc. The requirements of the Al- 
lies for all these metals have been met. 

“The great increase in the production of 
iron and steel, while due in part to the full 
operation of existing facilities, is also, to a 
large extent, due to very considerable addi- 
tions to existing plants, as well as to the 
construction of entirely new plants. These 
increases in capacity have naturally fol- 


lowed the lines indicated by demand, and it 
is gratifying to note, in view of the enor- 


mous demand that exists for ships, the plate- 
making capacity of the country has been 
nearly doubled. It now stands at about 
6,000,000 tons per year, the equivalent of 
18,000,000 deadweight tons of ships, with ap- 
proximately 1,000,000 tons of additional 
capacity under construction which will all 
be in operation before the end of the year. 








>, 








—Ptnencial America 
THE LEMON 





“Practically no new plants or mills have 
been built for the manufacture of shell steel. 
Shell steel, while not made in quantity in 
this country before, is a quality of steel not 
greatly different from other grades which 
have long been manufactured in the United 
States, and requires only careful, conscien- 
tious supervision for its successful manu- 
facture. 

“The steel industry has stood ready at all 
times to increase capacities to whatever 
extent needed to supply the requirements 
of our Government and our Allies, and will 
not be found wanting; there will be suffi- 
cient steel produced for all uses.” 


“Better Express 
Service”—G. C. Taylor 


George C. Taylor, president of the Amer- 
ican Express Company and selected to act 
as President of the new express corporation, 
said recently: 

“Hereafter the express companies will 
eliminate the individual identity which has 
separated them for the last three-quarters 
of a century and offer to the Government 
and to their joint patrons a unified, single 
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express service. In the future, merchants, 
manufacturers, and individuals need merely 
specify ‘by express’ and the entire man 
power and vehicle power of the express 
world will respond to their call. 

“At no time in the history of the railroads 
has the volume of express traffic been so 
great as it is today, the business reaching 
a total during the last fiscal year of over 
$200,000,000. 

“Already the vast terminals now main- 
tained by the various companies are being 
unified for a practical saving of time and 
transfer. 

“The new move will bring into one or- 
ganization over 100,000 men now trained in 
express service. It will be the policy of the 
company to maintain a broad gauge attitude 
toward its employes, many of whom have 
spent their lives in the service, and 
thousands of whom have made great per- 
sonal sacrifices in carrying the immense bur- 
den of the last three and a half years.” 


Heavy Stock 
Sales in May 


Total transactions in stocks on the N. 
Y. Stock Exchange last month were the 
heaviest in seventeen months, aggregating 
21,291,200 shares. 

The transactions in stocks in shares, as 
compiled by Dun’s Review, are given here- 
with for each month of recent years: 


The Jron Age hints at a difference of 
opinion between the War Industries Board 
and steel makers over the amount of steel 
which the Government can absorb in a 
given period. At the same time it is noted 
that the manufacturers have set to work to 
increase rapidly deliveries of plates, shell 
steel and rails, in which the demand is 
pressing. 

“If all the steel in the surprising total 
made up by the War Board,” this periodical 
says, “can be applied to ship, projectile, 
track, car, locomotive, farm implement, oil 
well, structural, and other war uses in the 
specified delivery period, there can be no 
escape from the conclusion that little steel 
can be had for ordinary consumption this 
year.” 


“Federalizing Bank 
Resources?”—J. H. Mason 


Federalization of the banking resources 
of the nation along lines similar to the 
seizure of the railroads, to make them give 
the largest possible service to the country, 
was predicted by John H. Mason, Presi- 
dent of the Commercial Trust Company of 
Philadelphia, in an address before the 
Trust Company Section of the Pennsyl- 
vania State Bankers’ Association at Atlan- 
tic City. 

He prophesied that it would come about 
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High Level 
For Steel Output 


The stimulation imparted to the steel and 
iron trade by the insistence of war demands, 
and the emphasis laid on a greater output 
by the War Industries Board, is finding 
reflection in production. The month of 
May promises a greater outturn of pig 
iron, billets, and finished products than any 
of the last twelve months, according to re- 
ports from the trade centres. 


soon and that it should be anticipated. “If 
I am not greatly mistaken, there is a very 
pronounced trend toward the Federaliza- 
tion of our banking system,” Mr. Mason 
said. “We can best meet it by looking it 
straight in the face and helping to guide it 
into the channels in which it should move. 
We must face these problems openly and 
squarely and with no view but the interest 
of the nation. The time for viewing these 
problems of finance in a selfish way has 
gone. 

“T can figure that if the Liberty Loan had 
failed, we as bankers, would soon find our- 

















330 





THE MAGAZINE OF WALL STREET 















selves occupying virtually the same position 
as the railroad men: The Federal Govern- 
ment practically would conscript us because 
we had not co-operated. We know that 
the railroad men strove to keep their sepa- 
rate interests paramount to the interests of 
the Government, and if the bankers should 
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evince any tendency to move in that direc- 
tion we may know exactly what to expect.” 
Expert Financial 
Opinions 

Goodbody & Co.—Whatever uncertainty 
there may be as to the values of industrials, 
while the revenue act is being framed, we 
see but little uncertainty as to most railroad 
securities. Railroad bonds and stocks that 
have received their interest and dividend 
payments regularly during the last three 
years look like certainties to us for many 
years to come. Under the Government 
guarantee they are practical certainties for 
the period of the war, and for 21 months 
thereafter, while, because of the great in- 
crease in freight and passenger rates, they 
are practical certainties for many more 
years to come, whether or not the railroads 
go back to private control. 

We strongly advise the purchase of the 
scores of such railroad bonds and stocks 
that yield from 7 to 10% on their present 






















prices. To this list we would add St. Paul 
preferred and Missouri Pacific preferred, 
both of which will probably get their full 
dividends. : 

Hayden, Stone & Co.—It is disappointing 
that there should have been no increase in 
the price fixed for copper. It seems a 
logical argument that if 23%4 cents was a 
fair price eight months ago, it certainly is 
not one today. It is probably well within 
the truth to say, that the copper industry, 
as a whole, is making rather less profit 
today than under normal conditions, with 
the metal at 15 cents per pound. This is 
equivalent to saying, that adherence to the 
23%4-cent price endangers a maximum pro- 
duction. 

At the moment, we should be inclined to 
wait until the market reaction has run a 
little further before making substantial 
commitments, but, in a broad way, we 
should take the position that, barring dis- 
aster abroad, and the danger of this is 
steadily diminishing, the purchase of stocks 
on any further recession would be fully war- 
ranted, speculatively. From an investment 
standpoint, as we have repeatedly pointed 
out, there are innumerable attractive oppor- 
tunities. 

J. S. Bache & Co.—The Director General’s 
announcement of his new plan for opera- 
tion of the railroads through Federal man- 
agers instead of under railroad presidents 
is one more, possibly arbitrary, but never- 
theless for the purposes sought, thoroughly 
efficient step toward concentrating the 
power of transportation under one head, to 
be operated with the least cost and the best 
results. 

It is assuring to read in this proclamation 
that the policy of the Director is, among 
other things, to “give the greatest possible 
reassurance to the stockholders that their 
just interests in the properties will be re- 
spected and that nothing will be needlessly 
done to have even the appearance of im- 
pairing their just rights.” 

Greenshields & Co. (Canada)—The situ- 
ation in the investment markets has been 
undergoing a decidedly satisfactory change 
We have been noting in the Review for 
several months back that the prolonged 
liquidation in the Canadian and American 
markets had depressed prices of high-grade 
securities to a level at which purchases 
could be freely recommended, irrespective 
of whether still lower prices might not be 
reached. 

In Canada the business situation has con- 
tinued buoyant. The financial situation has 
been improving steadily as the effects of the 
big Victory Loan operation of last autumn 
began to wear off. With a well liquidated 
position in the market, security prices have 
been recovering gradually but steadily since 
the turn of the year in response to buying 
by careful investors, rather than to any ex- 

tension of the speculative interest. 
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Are Southern Pacific’s Bonds Cheap? 


Wide Differences in the Issues Available to the Investor — 
The Secured Bonds—Prospects for the Convertibles 





By G. C. SELDEN 





HE yields on the active issues of 
ee Southern Pacific bonds, including 
the Central Pacific 4s which are 


guaranteed by the Southern, are 
shown at current market prices in the table. 


YIELD ON SOUTHERN PACIFIC BONDS 
Yield 
5.2% 
Cent. Pac. gtd. 4s 53 
So. Pac. conv. 5s 5.6 
So. Pac. coll. 4s J 
So. Pac. conv. 4s 6.5 

This system has been showing splendid 
increases in earnings and has been for the 
most part free from the difficulties of the 
Eastern roads. The per cent earned for 
the common stock, for example, which was 
between 734 and 8 in 1914 and 1915, rose 
to 11.3 for the year ending June 30, 1916; 
to 13 for the year ending Dec. 31, 1916; 
and was approximately 15.7 for the calen- 
dar year 1917. The latter figure is the 
best ever shown by this company. The 
previous high record was 13.5 in 1907, an 
exceptional year. 

At the same time earnings have been in- 
creasing so rapidly, the company has been 
able to reduce the interest charges on its 
secured bonds from nearly $25,000,000 in 
1914 to about $19,000,000 at the present 
time. On the other hand, a new interest 
charge of $2,725,000 has been added by the 
issue of the 20-year convertible 5s in 1914. 


The Mortgage Bonds 

The manner in which the position of the 
company’s bonds secured by mortgages or 
collateral has been strengthened is shown 
in Graph 1. It will be seen that in 1914 
the sum available for interest charges was 
about 2.1 times the interest requirements 
on secured bonds, while in 1917 it was ap- 
proximately 3.6 times. 

The Southern Pacific refunding 4s, there- 
fore, are in a very strong position, and the 


Price 


market recognizes that fact by quoting them 
at a price which makes the yield, on the 
basis of holding to maturity, only 5.2 per 
cent.—which is of course very low for pres- 
ent money conditions. 

The Central Pacific 1st refunding 4s, 
which are guaranteed principal and inter- 
est by the Southern Pacific, are equally 
strong. In fact they are possibly a little 
stronger, for in addition to the Southern’s 
guaranty they have the earnings of the 
Central behind them. These earnings are 
sufficient to.protect the bonds regardless of 
the guaranty. 








‘ - SOUTHERN - PACIFIC: 
“EARNINGS: FOR-SECURED-BONDS- 

@+D Available for Interest 

ee B int. red for Secured Bonds 
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Millions of Dollars 
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# Ending June 30. 
t Ending Dec.3I. 
bi Approximate. 





The collateral 4s are based on Central 
Pacific stock as collateral. There are $34,- 
218,000 of them outstanding, secured by 
deposit with the trustee of $17,400,000 pre- 
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ferred and $67,274,000 common stock of 
the Central. The earnings on the Central 
stock are usually double the requirements 
on the bonds. Even in the poorest of re- 
cent years, which was 1915, earnings were 
one-third in excess of the interest require- 
ments on these collateral 4s. They are sell- 
ing now to yield 5.9 per cent. If they 
should drop to a 6 per cent. basis or over 
they would be well worth careful consid- 
eration. 
The Convertibles 

The most interesting of Southern Pa- 
cific’s bonds are the convertible 4s and 5s. 
They are of course without mortgage se- 
curity, but if we figure the earnings on 
these two issues in a manner similar to the 
customary way of reckoning the per cent. 
shown for a stock, we get the results given 
in Graph 2. That is, after deducting from 
the company’s earnings the necessary 


SOUTHERN PACIFIC CONVERTIBLES 


INTEREST —TIMES EARNED 
15* isie* i96* 19177 


GRAPH.Z2. 
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amount to meet the charges on the various 
issues of secured bonds, there was enough 
left in the very poor year 1915 to pay the 
interest on these convertibles more than 
four times over, and in 1917 more than 
eight times over. 








The convertible privilege on the 4s ex- 
tends only until June 1, 1919, and is into 
stock at $130 for each share of $100 par 
value. Since the present price of the stock 
is about 85, the prospect of its selling above 
130 within a year is not especially bright, 
and the convertible privilege therefore has 
no influence on the price of the*bond. 

Looked at solely from the point of view 
of its value as bond, without considering 
it as convertible, it would not sell to yield 
6.5 per cent. under any ordinary invest- 
ment condition. After the war it will prob- 
ably advance enough to bring the yield 
down to 6 per cent. or 5% per cent. In- 
vestors who pick up these bonds while they 
still yield 614 per cent. will be making an 
advantageous purchase. 

There is no reason why the convertible 
5s should not sell at about the same yield 
as the 4s, except for the value of the con- 
vertible privilege. These 5s do not mature 
until 1934, and they are convertible into 
stock at par until June 1, 1924. Southern 
Pacific is a growing company and there is 
a very good probability that the stock will 
sell above par before then. 

One of the things that is hokling the 
stock back just now is the Government suit 
to recover oil lands having an estimated 
value of $500,000,000 or more. The 
amount of common outstanding is $272,- 
823,000; so if this suit is decided in favor 
of the company it would mean a tremendous 
addition to the assets behind the stock. 

The present yield of 5.6 per cent. on the 
convertible 5s is too low compared with 
other bonds, if looked at purely from the 
investment point of view. It is specula- 
tion on the probable value of the convert- 
ible privilege that causes the bond to sell 
so high. On the other hand, an assured 
yield of 5.6 per cent. on an investment 
which may also return a large profit if 
events turn out favorably is not to be de- 
spised. 

The only one of these bonds which can 
be.called positively cheap is the convertible 
4. The refunding 4s and the Central Pa- 
cific guaranteed 4s are selling high enough. 
There are better bond bargains to be had, 
I should say. The collateral 4s are de- 
sirable at the price without actually being 
cheap. The convertible 5s are attractive 
because of their speculative feature. 











Getting a High Interest Yield 


A Careful Selection of Railroad Bonds and Railroad and 
Industrial Preferred Stocks 





By WILLIAM T. CONNORS 





SIDE from foreign government 
bonds, some of which were dis- 
cussed in the last issue in the 

et first section of this article, there 
are three kinds of listed securities where 
high yields are now. obtainable, accom- 
panied with apparent safety and good pros- 
pects. These are as follows: 

(1) Selected Railroad Bonds. 

(2) Selected Railroad Preferred Stocks. 

(3) Selected Industrial Preferred Stocks. 

I do not take up common stocks because 
I am dealing here with securities on which 
the interest or dividends are more strongly 
buttressed than is usually the case with 
dividends on common stocks; in other 


words, with a class of securities commonly 
designated as higher grade. 
Earnings on common stocks naturally 


fluctuate more widely than on preferred 
stocks or bonds, because the full amount of 


The principle on which I make the se- 
lections given herewith were explained in 
the last issue. In a word, I have picked 
out these securities on the basis of their 
prospects rather than their history. I have 
chosen bonds and stocks which are now 
backed up by good earnings, and for which, 
so far as we can estimate the future, earn- 
ings are likely to continue good. 


High Yield R. R. Bonds 


These are shown in Table I. The first 
group are mortgage bonds and three of 
them, as will be seen from their names, 
have first liens on their respective prop- 
erties. The other two, the Chesapeake & 
Ohio and Colorado & Southern bonds, are 
farther from the rails. But in all these 
cases the principal attractiveness of the 
bond lies in the earnings and outlook for 
the property. 








TABLE I—SELECTED HIGH YIELD R. R. BONDS. 


Chesapeake & Ohio conv. 4%s, 1930 
Chicago Great Western Ist 4s, 1959 
Colorado & Southern ref. 4%4s, 1935 
Hudson & Manhattan Ist 5s, 1957 

St. Louis & San Fran. prior lien 4s, 1950 


Income bonds (interest payable only when earned): 


Seaboard Air Line adjustment 5s, 1949 
St. Louis & San Fran. adjustment 6s, 1955 


Yield to 
Maturity 


Current Annual 
Price Income 
75 6% 
58 6.9 
71% 63 
59 85 
59 68 


54 93 
66 9.1 








bond interest and preferred stock dividends 
must be taken out of the company’s income 
before the common stock can get anything 
at all. A yield of 7%4 per cent or more on 
a preferred stock like Bethlehem Steel new 
preferred, for which 92 per cent was earned 
in 1917, or Virginia-Carolina Chemical 
preferred, on which 23 per cent was 
earned, is much better than the same yield 
on a common stock for which a similar per 
cent was earned, because these preferred 
stocks are followed by dividend-paying 
common stocks which would be the first to 
lose their dividends in case of a falling off 


in earnings. 


The remaining two are “income bonds” 
which, properly speaking, are not bonds at 
all, but a sort of preferred stocks on which 
the company is obliged to pay dividends if 
the money has been earned. This is not 
true of the ordinary preferred stock on 
which dividends can be discontinued at 
will. But in case the money has not been 
earned to pay the interest on an income 
bond this does not throw the company into 
receivership. 

The higher yields on these income bonds 
show, of course, that investors do not regard 
them as highly as they do the first group of 
bonds. They belong to a different class 
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and are not as strongly protected as the 
other securities mentioned in this article. 
Nevertheless, they are worthy of considera- 
tion. 

The surplus above all interest charges 
earned by the five companies whose mort- 
gage bonds are included in the first group 
during the three-year period on which the 
Government bases its guaranty of earnings 
until 21 months after the war is over, was 
from 60 per cent to 100 per cent, except 
for the Hudson & Manhattan 5s, which had 
a surplus of about 35 per cent over their 
interest requirements. 

Seaboard’s interest charges, however (ex- 
cluding the adjustments) were earned only 
1% times; but the interest on the adjust- 
ment 5s themselves was earned nearly twice 
after other charges. This was because the 
amount is so much smaller—less than one- 
fifth of the total interest charges of the 
road. For the same reason the interest on 
Frisco’s adjustment 6s was earned more 
than twice over. 

Chesapeake & Ohio’s earnings for 1917 


safe enough, and it is also a first lien. 

The great rise in Colorado & Southern’s 
earnings was shown in the graph with the 
last article. All interest charges were 
earned more than twice over in 1916 and 
1917. 

Hudson & Manhattan 5s are a first lien 
on both the tubes and the terminal building, 
and the earnings of the company are re- 
markably stable. The principal attractive- 
ness of the bonds lies in the increased busi- 
ness which must apparently come to this 
company when the new subways are com- 
pleted, with stations directly communicating 
with the Hudson Terminal. The outlook 
for this bond is especially good considering 
its yield. 

Frisco’s interest charges (excluding in- 
come bonds) were earned about 1 2-3 times 
in the year ending June, 1917. Since 1915 
the company’s earnings have risen rapidly 
and the prior lien 4s appear to be in a safe 
position. 

Both the Frisco and the Seaboard are 
heavily bonded. The adjustment bonds of 








TABLE II—SELECTED HIGH YIELD R. R. PREFERRED STOCKS. 


Earnings Govt. Basis - 


Colo. & Sou. Ist pref. 
Kans. City Sou. pref 
NY Gs NE sc cveccescndocccescseey 25 


Approx. 


Earnings on Div. Current Income 

Rate Price Yield 

26% 4% 50 8.0% 
7 4 53 75 


ll 5 62 8.1 








were about 1144 per cent on the common 
’ stock, and the average for the last three 
years was about 10% per cent, which com- 
pares with an average of 5.6 per cent for 
the preceding three years. This shows 
plainly the growing character of the road. 
In 1917 the income was about 1% times 
all interest charges. This, combined with 
the Government guaranty, puts all its 
bonds in a strong position. The convertible 
privilege probably has no value, since it is 
for stock at par before February 1, 1920. 
Chicago Great Western’s earnings grew 
very satisfactorily up to the end of 1916, 
for which year they were 5.3 per cent on the 
preferred stock, but this figure fell to 3 per 
cent in 1917. Under the Government 
contract the preferred will get about 314 
per cent. This will mean that the interest 
on the entire funded debt will be provided 
for about twice over. So this bond looks 


these companies mentioned above should be 
looked upon as preferred stocks on which 
dividend requirements are being covered 
about double. The interest on both these 
issues is cumulative and it seems safe to 
assume that it will be earned on the aver-: 
age, taking one year with another, under 
any conditions likely to arise. 


Railroad Preferred Stocks 


Most of these give yields lower than those 
we are here discussing. It will be seen 
from Table II that the three selected are 
well protected as tq dividends by the Gov- 
ernment guaranty of earnings. 

As to the prospects when the Government 
lets go, all three companies have every ap- 
pearance of a steady and _ satisfactory 
growth. Colorado Southern’s earnings have 
a way of falling off very sharply in times 
of dull business, but on the other hand the 
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first preferred is now earning between 5 
and 6 times its dividends, so that it could 
stand quite a drop without dividends being 
endangered. 

Kansas City Southern’s earnings show 
great stability and the road, with its direct 
line to the Gulf, has excellent prospects. 
The Southern Ry networks a territory 
which has more room to grow than any 
other section in the United States. So far 
as I can see, its future is assured, and I 


sible authorities of Mexico will hardly kill 
the goose which lays the golden egg. The 
tremendous advance in shipbuilding means 
a demand for more and more fuel oil. I 
see no reason to doubt that this company 
can easily keep up its recently established 
preferred dividends. 

The remaining three companies look like- 
ly to earn good profits in either peace or 
war. United Drug’s chain stores (formerly 


the Riker-Hegeman chain) are being stead- 








TABLE III—SELECTED HIGH YIELD 


Bethlehem Steel 8% pref. .........sseeeseeeees 
Crucible Steel pref 

Mexican Petroleum pref 

United Drug 2d pref. 

Virginia-Carolina Chem. pref. 

WEHROOUCEEEEE BEET. oc iccccccccccccccccecsees 


INDUSTRIAL PREFERRED STOCKS. 


Earned Div. 
in 1917 Rate 

92% 

49 

60* 

29 

23 

37 


Income 
Yield 


Current 
Price 


*For 1916; 1917 not out, but will exceed 1916. 
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consider Southern preferred about the best 
railroad stock for its yield that can be 
found in the entire list. 


Industrial Preferred Stocks 


Table III shows six industrial preferred 
stocks which give high yields and whose 
dividends are now being earned from 3 to 
10 times over. 

The tremendous strength of Bethlehem 
Steel’s position was fully outlined in the 
last issue, page 266. Crucible Steel has en- 
larged and built up its properties and earn- 
ings since the war to a point where the pre- 
ferred stock seems certain to be able to keep 
up its dividends even in times of compara- 
tive business dullness. 

With the steady growth in the demand 
for fuel oil, and the vast supplies of oil 
upon which it can draw, Mexican Petro- 
leum has a wonderful prospect. The fly in 
the ointment is the instability of the Mexi- 
can government, but even the semi-irrespon- 


ily extended, and it has an assured market 
for its numerous manufactured products 
among the -thousands of drug stores which 
are part owners of the company. The busi- 
ness is rapidly growing and there is no ‘in- 
dication that it has reached the end of its 
development. 

Willys-Overland, with its big war con- 
tracts, its excellent plants, its popular types 
of cars, and its new low-priced model — 
which will perhaps be placed on the mar- 
ket next fall—is in a very flourishing con- 
dition. It will not earn its preferred .divi- 
dend 5 times in 1918, as it did in 1917, but 
the margin will be a safe one. 

Virginia-Carolina has paid its preferred 
dividend for many years. The war has 
brought a big demand for fertilizers, and 
will result in a wider use of fertilizers after 
peace comes. The farmers are constantly 
becoming educated to their profitable use, 
and I believe the long pull prospects of this 
company are excellent. 








ASHBURNER VS. WYCKOFF CASE APPEALED 
In the case of Thomas Ashburner against Richard D. Wyckoff, the jury rendered a verdict 


in favor of the plaintiff, Ashburner. 
ance with the evidence. 
the Appellate Division of the Supreme Court. 


In the opinion of counsel the verdict was not in accord- 
Stay was granted by the trial judge and appeal has been taken to 

















Investment Inquiries 





Standard Oil of N. J. 


J..S., Boston, Mass.—Standard Oil of New 
Jersey, in our estimation, is one of the most 
attractive issues in the Standard Oil group. 
While we are not, generally speaking, recom- 
mending the Standard Oils for the average in- 
vestor at the present time, if you can afford to 
hold this stock regardless of temporary fluctu- 
ations, its undoubted merit should appeal to 
you. Our preference would be for this issue 
rather than for the other Standard Oil stocks 
you mention. The reason we are not recom- 
mending the Standard Oils at this time to the 
average investor is that the management of 
these companies is known to be very conserva- 
tive and as a matter of conservation, it seems 
unlikely that they will declare extras. Upon 
any definite peace news, however, the enor- 
mous expansion brought about through the 
reopening of foreign trade will probably find 
reflection in the market value of the shares. 


St. Mary’s Mineral Land 


S. M. L., Brooklyn, N. Y.—St. Mary’s Min- 
eral Land is the kind of a stock to lock up and 
hold for big profits within the next five years 
or so. We have great faith in the future of 
this property and believe it will be developed 
eventually into a magnificent producer. If you 
can afford to tie up the money you have in this 
stock and disregard temporary market. fluctua- 
tions, and withal assume the speculative risk, 
for, of course, there is a speculative risk in any 
mining stocks, we recommend that you hold 

“your stock. 


Liberty Loan Bonds 


A. E, F., Lynn, Mass.—The First Liberty 
Loan bonds are convertible into any higher 
rate bond issued during the war (except first 
5-year loan) within six months from date of 
the issue of such higher rate bonds. Holders 
may convert these into the 4%s before No- 
vember 9, 1918, or forego such opportunity 
and later convert into any new bonds having 
a maturity longer than five years. 

The Second Liberty Loan is convertible into 
4%4% Liberty Loan. Such converted 4%s will 
not be exactly the same as the new recent 
4%s and the maturity date of the bond to be 
received will be the same maturity date as the 
bond surrendered. In other words, for your 
second 4s you will receive a 444% bond due 
November 15, 1942, whereas the new Liberty 
Loan 4%s mature September 15, 1928. You 
can convert the second 4s on or before No- 
vember 9, 1918. Both classes of bonds are 
now being purchased for converting, but you 
have ample time left to decide what to do. 


Pennsylvania R. R. 


P. B. C., New Castle, Pa—We would not 
advise you to sell your Pennsylvania at this 
time. . Government control will undoubtedly 
help this road very much. Although the last 
report of the company was not favorable, yet 


the unfavorable factors connected with it have 
been discounted pretty much by the present 
price of the shares: Government control has 
stabilized the railroads and will give a more 
substantial investment feature to the common 
stocks of the better grade ones. Under favor- 
able market conditions, Pennsylvania shares 
ought to enhance more rapidly than the 
other three stocks and bonds mentioned in 
your letter. 


Commonwealth Power Bonds 


S. M. F., Terre Haute, Ind—We see no 
reason why you should not withhold present- 
ing your bonds of the Commonwealth Power, 
Railway & Light for payment at this time. It 
is very probable that some adjustments will be 
made, presumably through the War Finance 
Corporation. The company has suffered from 
operating costs and the high cost of materials, 
which are likely to continue as long as the 
war lasts. We regard these bonds as being 
fairly attractive investments and can see no 
reason why you would suffer by delaying to 
present them for payment at this time. It 
would probably only embarrass the company 
if you did so. 


Allis Chalmers Pref. 


B. R. M., St. Paul, Minn— Benefits by 
war orders, but the increase in the costs of 
materials and labor, as well as heavy excess 
profit taxes, will narrow the margin of earn- 
ings despite the extensive growth of business. 
This is somewhat reflected in the market 
action of the shares. It was augmented by 
the uncertain international situation and other 
war influences which contributed to the de- 
cline in the shares of this company. This 
company is still paying off accumulated back 
dividends on its preferred stock, the last‘extra 
being 4% of 1% declared paid on April 15, 
1918, in addition to the regular $1.75 quarterly 
or $7 per share per annum. In view of the 
handicap which the stock will suffer when 
peace is declared we do not thick the outlook 
warrants this issue showing any substantial 
advance in the near future and we are not 
advising its purchase at this time. 


Anglo-American Oil 

W. K. S&S. Nashville, Tenn.—Please see 
special article concerning the general oil situa- 
tion contained in the January 19th issue of the 
Magazine. This company is undoubtedly well 
managed and we believe that upon the return 
of peace the resumption of its foreign rela- 
tions will place it in a very strong position. 
And we believe that the market action of 
practically all the oils will be adverse, and 
would not advise the purchase of this stock 
at present, as we believe you will be able to 
buy at current levels, or lower. We would 
advise you to wait and then buy on any 
substantial reaction during specially weak 
markets to avoid avoid carrying it through 
a period of depression. 
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Cerro de Pasco 


R. L. B., Toledo, Ohio.—Cerro de Pasco has 
a very good future, but it is quite likely that 
the stock will sag in the market to lower lev- 
els, before it is financially established at a 
materially higher price and reaches a more 
permanent investment plane. The company 
earned $5,078,868 in 1917, after deducting war 
taxes of $1,648,125, which is equal to $6.28 a 
share on the outstanding capitalization of 
918,000 shares. The last of its bonds were 
recently retired. The dividend of this com- 
pany is in no immediate danger, but war con- 
ditions give rise to unusual happenings. Re- 
duction of dividends of some of the other 
copper companies has already taken place and 
a consequent reduction in the market price of 
the shares. We do not regard the dividend 
on Cerro de Pasco as being absolutely safe, 
although an extra dividend of 25c. has been 
recently declared. The company is in a very 
strong position financially and has large assets 
and ore reserves. It has had some transpor- 
tation difficulties because the British Govern- 
ment assumed direct control of all English 
ships to ply to the West South American 
ports. They have been diverted largely to the 
transportation of phosphates which are as es- 
sential as copper in the successful prosecution 
of the war. We have not received any con- 
firmatory information that these difficulties 
have been wholly adjusted. If you are a 
holder of this stock we advise you to sit 
tight, but if not we are not advising its pur- 
chase at this time. 


Investment of $3,000 


C. K. M., Concord, N. H.—As to the invest- 
ment of $3,000, we would advise you to place 
the same in bonds mentioned in the last few 
issues of our Magazine. We would also ad- 
vise you to distribute your purchases among 
several of them, so that your investment would 
not be dependent upon the prosperity of any 
one or two companies. American T. & T. col- 
lateral 4s, 1929, Bethlehem Steel first 
lien refunding 5s due 1942, Central Leather 
first mortgage 5s, due 1925, U. S. Rubber first 
refunding §s, due 1947, Montana Power 
Company first refunding mortgage 5s, due 
1943, Pere Marquette first 5s, due 1956, and 
Colorado and Southern refunding mortgage 
4%s, due 1934, are attractive purchases. You 
might consider the advisability of purchasing 
some good preferred stocks to yield an aver- 
age from Vi% to 8%. Funds distributed 
through the following issues would give this 
result, with comparative safety—Beth. Steel 
8%, Mexican Petroleum, Maxwell Ist, Colo. & 
Southern Ist, Baltimore & Ohio, Wabash “A,” 
Am. Linseed, Am. Woolen, Studebaker, Gen- 
eral Motors or Atchison. 


Denver & Rio Grande Pfd. 


S. R. F., Denver, Colo—During January 
and February, 1918, the net operating income 


of this company decreased $178,306. The Su- 
preme Court of the United States refused to 
review the proceedings in the case in which a 
judgment tor $38,000,000 was rendered in 
favor of the Western Pacific against this com- 
pany. This establishes detfimtely this very 
large claim against the Denver & Rio Grande, 
which it is impossible for the company to 

in cash or even in securities without arranging 
a substantial compromise with the bondholders 
of the Western Pacific. As the matter now 
stands, the stockholder’s equity in the prop- 
erty appears to be of no substantial value. 
This judgment is ahead of the stock. If it 
were collected through foreclosure, there 
would likely be little, if anything, left for the 
stock. While it is to be expected that the 
price of this stock may advance from time to 
time, as résult of favorable market conditions, 
our judgment is that from the investment 
point of view, you assume a speculative risk 
in continuing to hold it. 


Duquesne Light 


H. C. L. New Haven, Conn.—Duquesne 
Light preferred stock is an investment issue. 
It is a sound public utility. The troubles of 
the Philadelphia Company mentioned in the 
April 27 issue of the Magazine were not 
caused through the decline in earnings in this 
company, but rather through the unfortunate 
traction situation. The net income for the 
year ended March 31, 1917, of the Duquesne 
Company was pow mag Sem: which gives a very 
large margin of safety for the _ of divi- 
dends on the preferred stock. e can see no 
reason why the dividends on this stock should 
be passed. We advise you to hold this stock 
as an attractive investment. 


American Brake Shoe & Foundry Pfd. 


D. A. W., Baltimore, Md—Declared 
an extra dividend of 1% on this stock, pay- 
able March 30 to stockholders of record on 
March 22. Its surplus for the year ended 
September 30, 1917, was $2,012,452 after pay- 
ing its dividends on the preferred and common 
stock. This made a total surplus of $7,664,165 
from which was deducted a contingency reserve 
of $400,000, leaving a profit and loss surplus of 
$7,244,165. Its earnings on its preferred stock 
from the years 1909 to 1917 averaged’ over 
20%. This preferred stock has preference for 
assets and for cumulative dividends at the rate 
of 7% per annum. After 7% has been paid on 
the common stock in any year, the preferred 
stock is entitled to all further distribution of 
earnings. The company’s normal earnings are 
high and it is not dependent upon war orders 
or war prosperity. In view of the long pull 
possibilities of the stock, we advise you to hold 
it. This is, provided, that you can assume the 
speculative risk of a further decline. Over a 
period of years, this company should con- 
tinue to grow and strengthen its position. Al- 
though it is not improbable that the common 
stock may sell below its current level, ‘we re- 

rd this stock as an excellent investment to 

old for income. 
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Three Staunch Equipments 


American Brake Shoe — Railway Steel Spring and Pressed 
Steel Car—Their Earnings, Status and Prospects 





By J. G. DONLEY, JR. 





S dependents of the revenue-starved 
railroads, the equipment compa- 
nies were generally in a rather 

— threadbare condition when the war 

broke out. The railroads were buying cars 
and locomotives, to be sure, but their cus- 
tom was not what it had been. They were 
purchasing in a hand-to-mouth way, with 
a strict eye to costs, and were aided in their 
parsimony by the growth of keen competi- 
tion among car and locomotive builders. 

So that when the European conflagration 
began to crackle, the railway equipment 
companies were the first of the big indus- 
trial concerns to get out after war business. 
They made good, and prosperity returned 
to them. 

Right now there is a call for all their 
capacity. They are being asked to bend 
every effort to give the long-neglected rail- 
roads car and motive power enough to 
handle the heavy war traffic. Production of 
steel ingots increased from 30,000,000 tons 
to 50,000,000 tons in 1917, but there was 
no real increase in cars. 

Deferred equipment requirements which 
have been piling up for several years must 
be filled in short order, and the equipment 
makers are in excellent shape for the task 

Among investors and speculators the 
stocks of the car, locomotive, and allied con- 
cerns are coming to be known as “peace or 
war” stocks, because it is believed that the 
point has been reached where both domestic 
and foreign roads must purchase sufficient 
rolling stock to keep the manufacturers busy 
for two or three years to come at least. 

Last year was a busy one for the equip- 
ment concerns. About the largest business 
in the history of the industry was done, but 
costs advanced with such unprecedented 
rapidity that some of the less prudent com- 
panies slipped up in their cost estimates and 
suffered losses here and there which dimin- 
ished profits. 


This situation, however, changed radically 
in favor of the manufacturers with the fix- 
ing of prices for iron and steel in the last 
quarter of 1917. Moreover, there have been 
intimations that the Railroad Administra- 
tion would do everything in its power to 
keep down the prices of all raw materials 
entering into the manufacture of these nec- 
essary supplies. 

It may be taken for granted, therefore, 
that when the Director-General agreed to 
allow a profit of 5 per cent over the esti- 
mated manufacturing costs of the car build- 
ers, such a profit was practically guaranteed. 

With the demand for equipment prac- 
tically unlimited, and profits fixed on the 
cost-plus basis, the chief problem at the 
moment seems to be that of production. 


Brake Shoe’s Position 


The American Brake Shoe & Foundry 
Co., which manufactures principally brake 
shoes and car wheels, is just getting into its 
production stride. Its average operations 
for the year 1917 were at the rate of about 
76 per cent of capacity, as compared with 
74 per cent during the previous year. Opera- 
tions for the last month of the company’s 
fiscal year—September, 1917—were, how- 
ever, at the rate of better than 81 per cent 
of capacity. The plants of this company 
have all been maintained in excellent 
physical condition, improvements to the 
amount of $115,839 having been made 
during 1917. 

American Brake Shoe’s foundry business 
was the greatest in the history of the com- 
pany during 1917, but the profits from this 
source were not as large as those of the 
preceding year, because costs rose more 
rapidly than prices could be advanced. Be- 
cause of this large volume of business the 
company purchased two small foundries 
during the year. 

Graph 1 shows that this company’s oper- 
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ating profits in 1917 were nearly double 
those of 1916. In fact, the balance after 
largely increased dividends exceeded the 
operating profits of any one of the previous 
five years. The earnings expansion is more 
striking when the 1917 balance is compared 
with the balances of previous years; it 
amounted to more than six and one-half 
times what was left after dividends in 1914. 

The growth of American Brake Shoe & 
Foundry’s earning power has been re- 
markably steady for an equipment concern. 
Comparison of the graph depicting its oper- 
ating results with the Railway Steel-Spring 
and Pressed Steel Car graphs brings out this 


been as follows during the past six years: 


Per Cent. Per Cent. 
19.06 
19.50 
14.03 


Since 1914 the asset item of “real estate, 
buildings, machinery, etc., and investments” 
has been written up from $11,650,502 to 
$13,563,246, while the funded debt has been 
reduced from $710,000 to $469,000. At the 
end of 1917 the company had a total surplus 
of $7,244,165, as compared with $4,302,918 
at the close of 1914. Net working capital 
was up from $4,050,329 to $4,577,956. 
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point very clearly. While Railway Steel- 
Spring reported deficits in 1913 and 1914, 
and Pressed Steel Car had a balance of 
only $17,352 in 1914, American Brake Shoe 
covered dividend requirements nearly twice 
over in 1913 and earned a substantial bal- 
ance in 1914. Thereafter its earnings re- 
sumed their rising trend. 

American Brake Shoe is a comparatively 
small concern with a big earning power. 
There is $5,000,000 7 per cent cumulative 
preferred stock, to which accrues all remain- 
ing earnings after 7 per cent has been reg- 
ularly paid on it, and 7 per cent on the 
$4,600,000 common stock. As a result of 
this provision, Brake Shoe preferred has 
been the issue to respond the most to war 
stock speculation. It got up from a low of 
129% in 1914, to a high record of 219%4 
in 1915. During the same period the com- 
mon advanced from 80 to 10934. 

Earnings on Brake Shoe preferred have 


Over the period of nine years since incor- 
poration, American Brake Shoe has demon- 
strated an annual average earning power of 
24.40 per cent on the average preferred 
stock outstanding, after allowing 7 per cent 
per annum dividends on the common stock. 

American Brake Shoe has made a credit- 
able record in the handling of its war orders. 
It tompleted last year two British shell 
orders, totalling 700,000 9.2-inch sheils, 
well within the limits set for delivery. These 
orders were received in the summer of 1916 
and amounted to approximately $22,400,- 
000. This year production was begun on a 
$60,000,000 order for 3,000 pieces of 6- 
inch artillery for the United States Govern- 
ment, while late in 1917 the company re- 
ceived an order for 750,000 155-millimeter 
howitzer shells. 

Brake Shoe preferred is at present paying 
dividends of 8 per cent per annum, while 
the common pays 7. Both of these payments 
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appear to be entirely safe for as far ahead 
as one cares to look. The preferred stock 
seems to be a particularly desirable pur- 
chase, with a view to sharing in future extra 
payments in cash or a possible capital re- 
adjustment. 


Steel Spring’s Record Erratic 


The Railway Steel-Spring Co. began the 
current year by paying off $2,994,000 first 
mortgage 5 per cent bonds, bringing its total 
funded debt down to only $2,967,000. The 
approximately $3,000,000 bonds redeemed 
on Jan. 1, 1918, were issued in 1906 to 
purchase the Latrobe plant, and were not 
due until 1921. They were taken up at the 
call price of 105. The bonds now outstand- 
ing were issued in 1911 to purchase the 
Inter-Ocean Steel Co. plant, the total orig- 
inal issue having been $3,500,000. 

This latest retirement wipes out an an- 
nual interest charge of about $150,000, and 
a sinking fund of $135,000 annually—a 
total annual saving of more than 2 per 
cent on the $13,500,000 common stock. 

In the last four years fully $3,661,000 of 
funded debt has been lifted from the prop- 
erty out of earnings. During the same 
period the profit and loss surplus has grown 
from an amount equal to $29.29 a share on 
the common stock, to the equivalent of 
$64.13 a share. This surplus represents 
the excess of fixed assets over fixed liabil- 
ities. In 1914 net working capital—which 
is the excess of liquid assets over current 
liabilities—stood at $4,025,786. By the 
end of 1917 this balance had grown to fully 
$5,896,000. 

In Graph 2 is shown the growth of Rail- 
way Steel-Spring’s earning power. It will 
be seen from this exhibit that gross income 
in 1917 was more than five times that of 
1914, while operating expenses had little 
more than quadrupled. It appears from this 
comparison that operating efficiency has 
greatly increased, and this conclusion is 
borne out by a study of the ratio of operating 
expenses to gross. 

The following table gives the percentage 
of gross revenue which went to pay expenses 
of operation for each of the past six years: 


Per Cent. Per Cent. 


But this comparison does not furnish an 
exact reflection of actual operating condi- 
tions for two reasons. First, because income 
from investments (carried at $3,553,254 in 
the 1917 balance sheet, as compared with 
$703,690 in 1912) is lumped under the item 
of “gross earnings from all sources” in the 
annual statements, with no offset in operat- 
ing costs. Second, because maintenance 
charges are included in operating expenses. 
Where there has been such a notable im- 
provement in the operating ratio, however, 
it is fair to assume that some portion of it 
represents a real gain in manufacturing 
efficiency, and the above figures should be 
given due weight. 

Railway Steel-Spring’s earnings record 
has been rather an erratic one. For the year 
1917 there was a balance of $3,687,860 after 
dividends of 7 per cent on the $13,500,000 
preferred stock, and 5 per cent on the like 
amount of common stock, while only three 
years before there was reported a deficit of 
fully $570,546, after 7 per cent was paid on 
the preferred. . 

Earnings per share have been as follows 
(per cent): 


Common 


3.09 
20.49 
32.32 


_ It has been the policy of the company to 
increase the capacity of the different plants, 
and this purpose seems to haye been accom- 
plished without undue addition to overhead 
charges. Large expenditures have been 
made to maintain all the plants as far as 
possible in the best operating condition, and 
it is probable that heavy appropriations for 
this purpose will be continued during the 
current year. It must therefore be conceded 
that Railway Steel-Spring is a different 
proposition now than it was a few years 
ago, because plant capacity has been per- 
manently expanded and the company has 
demonstrated its ability to secure very low 
costs when operating at high pressure. 
Dividends have been paid at the rate of 
7 per cent per annum on the preferred stock 
since 1903, and this issue is a business 
man’s investment. A full 5 per cent was 
paid on the common stock for the first time 
in 1917, but the accumulated earnings of 
the past two years, along with the increased 
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efficiency and productive capacity of the 
plants appear to have bulwarked this issue 
into a strong position as a 5 per cent divi- 
dend payer. Moreover, the common stock— 
for lack of pool exploitation—has never 
measured up to its latent speculative pos- 
sibilities in the stock market. As a specu- 
lative investment it is attractive now— 
around 53. 


Pressed Steel Car’s Operating Results 
the Key 

The Pressed Steel Car Co. met with less 
success than the general run of equipment 
companies in its handling of the labor 
problem last year. Of all the handicaps 
that beset car manufacturers—transportation 
difficulties, the fuel and labor shortage— 
this concern found the labor question the 
most vexing. 

In his annual statement to stockholders, 
President Hoffstot said: 


The following table gives the ratio of 
expenses to gross for the past ten years: 


But, as was the case with Railway Steel- 
Spring, these cost percentages are not to be 
taken precisely at their face value. The 
figures used for operating expenses include 
repairs and renewals of buildings and ma- 
chinery. 

The net result is not inspiring, from 
whatever angle it is viewed, although there 
are mitigating circumstances. In the last 
six years there has been put back into prop- 
erty and charged against operating expenses 
fully $2,050,000, or the equivalent of more 
than $16 a share on the common stock. 
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“Labor conditions have been most diffi- 
cult, and we can no better illustrate this 
than by the statement that during the year 
we employed four men for every job; that 
is, each employee averaged only four 
months’ service with us.’ 

Costs mounted so rapidly that only 
about $10 a share was earned on the 
$12,500,000 common stock, as against a 
trifle more than $15 in 1916. While gross 
sales amounted to fully $44,034,844, as 
against $31,202,646 in the previous year, 
the net income after an equal charge for de- 
preciation was only $2,130,308, as com- 
pared with $2,751,152 in 1916. Moreover, 
the report makes no mention of a reserve 
for Federal Income and Excess Profits 
Taxes. 


Moreover, the surplus and undivided profits 
of $10,597,377 reported at the close of 1917 
amounted to $84.75 a share on the common 
stock, as compared with $8,422,352, or the 
equivalent of $67.37 a share on the common 
stock back in 1914. 

On Dec. 31, 1917, the company had net 
working capital of $5, 197,889, as compared 
with $3,733,469 on Dec. 31, 1914. Work- 
ing capital at the close of 1917 was equal 
to 11.8 per cent of gross sales, as against 
27.9 per cent in 1914. The “book value” 
of the common stock, after deducting the 
par value of the full amount outstanding as 
an allowance for good-will, etc., was $85 
per share in 1917, as compared with $82 
per share in the previous year. There is no 
funded debt, with the exception of $1,- 
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259,000 bonds of a subsidiary. 

Pressed Steel Car’s past earnings record 
has not been good, particularly insofar as 
the common stock was concerned. The re- 
sults of the last six years are shown below: 

Pfd. Common 
(Per Cent.) (Per Cent.) 
0.76 


While average annual earnings for the 
last ten years show the 7 per cent dividend 
requirements on the $12,500,000 preferred 
stock covered with a margin of 4.77 per 
cent, less than 5 per cent was averaged 
annually on the like amount of common 
stock. Dividends have been maintained at 
the rate of 7 per cent on the preferred since 
organization of the company in 1899. Its 


results are not to be expected for 1918, with 
the raw material and transportation troubles 
on the mend. 

The company is reported to have received 
contracts from the Railway Commission for 
the construction of 14,000 freight cars, on 
the basis of cost plus 5 per cent. This is 
about the proportion of profit it has been 
showing, and the size of the order compares 
with contracts taken last year for approx- 
imately 10,000 cars at varying prices. 

Purchases of the common stock should 
prove profitable at present prices—58 bid, 
60 asked—as it responds readily to im- 
provement in the equipment group. For the 
next two years its 7 per cent dividend would 
appear to be fairly safe, but any one com-* 
mitted to the long side of this stock should 
watch its operating results closely. If there 
does not appear any improvement this year, 
the conclusion would naturally be that 
money put back into plant has been un- 
wisely expended. As was pointed out at 
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asset position is strong, and this issue may 
be rated as a good business man’s invest- 
ment, although Railway Steel-Spring pre- 
ferred would appear to be preferable. 
Pressed Steel Car is a high-cost manufac- 
turing proposition, and the future of the 
common stock—for the longer outlook— 
seems to hinge on the question of whether 
money put back into plant is going to re- 
deem itself. As compared with Railway 
Steel-Spring, its operating ratio is almost 
unbelievably high—94.5 in 1917, as against 
57.79 for Steel-Spring—and it would seem 
that the upbuilding of facilities would find 
reflection in lowered costs before long, if 
such a turn is to come. At any rate, worse 


the beginning, builders who fail to keep 
costs down to estimates stand to lose some- 
thing of the theoretical 5 per cent profit 
margin. The Government has proved to be 
a shrewd buyer. 

In the case of each of the three equip- 
ments discussed there has been an improve- 
ment of production facilities, and a substan- 
tial increment to undivided profits in the 
past two years of prosperity. There is suf- 
ficient business ahead to keep them going 
at full tilt for at least two more years. In- 
creased taxation will not reach back into 
their piled-up surpluses, and future pros- 
perity, well earned, should have nothing to 
fear from the tax collector. 
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HIPBUILDING, that great in- 
dustry in which we once were the 
leaders and a supremacy in which 
we are now reviving, will eventu- 

ally make America the greatest maritime 
nation in the world. It will permit the 
vast trade expansion which the natural 
resources of this country warrant, and will 
also strengthen our foreign policy, both 
diplomatic and commercial. 

Shipbuilding is America’s oldest import- 
ant industry. Seventy years ago the United 
States stood second among the nations in 
the tonnage of vessels owned; sixty years 
ago the largest ship afloat was American 
built and owned; fifty years ago the United 
States built almost twice as many ships in 
a year as it did in 1913. 


The Story of the Industry 


Our shipbuilding history contains many 
interesting chapters. We built the “Vir- 
ginia” in 1607, on the coast of Maine, and 
although only of 30 tons, it plied regularly 
across the Atlantic. In 1614, six years be- 
fore the Pilgrim fathers landed on Ply- 
mouth Rock, a ship was built on Manhat- 
tan Island by Adrian Block known as the 
“Onrust.” In it he sailed up to the other 


end of the sound and discovered an island 
which still bears his name. 

“The Blessing of the Bay” was built by 
Governor Winthrop on the Mystic River in 
Connecticut in 1631. It had only one mast 
but was sufficiently seaworthy to last a long 
time in the Virginia trade. It was in this 
year that John Winter established the first 
shipyard in the United States, at the pres- 
ent site of Eastport, Maine. Here was built 
the “Plymouth” for English capital. 

In 1651 the second shipbuilding yard in 
America was founded at Newburyport, 
Mass. In 1686, the year of the incorpora- 
tion of New York City, the city boasted of 
having a shipping interest of ten vessels of 
over fifty tons each, and two hundred 
barques of about forty-eight tons each. 

In 1789, Calcutta welcomed its first 
American ship from Salem, Mass., and the 
reports of Alexander Hamilton, who was 
then Secretary of the Treasury, exhibited a 
total tonnage of 363,093 vessels employed 
in our foreign trade, and 113,181 tons of 
coastwise vessels of above 20 tons. In 1800, 
995 vessels were built in the United States 
with a tonnage of 106,000. 

On August 7, 1807, “Katherine of Cler- 
mont,” the handiwork of our great Fulton, 
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steamed up the Hudson River to Albany in 
thirty-two hours, an event of no small im- 
portance. Nicholas J. Roosevelt, a great 
grand uncle of Theodore Roosevelt, trav- 
eled to New Orleans in a steamboat which 
he built in 1811, at Pittsburgh. 

The Great Lakes trade was opened in 
1818, when the’ steamboat “Walk on the 
Water” first dippéd its nose in our fresh 
water seas. The first crossing of the At- 
lantic Ocean by a steamboat took place in 
1819, when the “Savannah,” owned by 
William Scarborough, arrived in Liverpool. 
Seventeen years from this date elapsed be- 
fore the first British steamboat arrived in 
New York harbor. 

In 1838, 700 steam vessels were built in 
the United States, and in 1845 this coun- 
try had 19,666 vessels of 2,416,000 gross 
tonnage, which was 80 per cent of the Brit- 
ish tonnage then afloat. 


American sailing ship, speed. Speed was 
the essence of life to a vessel which had to 
run away from pirates, revenue cutters and 
hostile crews. 

At the end of the Revolutionary War, 
American merchantmen had been almost 
swept from the ocean and in the Napole- 
onic wars following, we, as a neutral na- 
tion, were treated much the same as we were 
just before our entering the present war. 
Still, even in that period of difficulty Amer- 
ican ships opened the China trade, and in 
1789 were the leaders in this great move- 
ment. 

In 1812, British cruisers and Privateers 
captured 1328 American merchant ships, 
and yet with the ending of this war Colum- 
bia once more became the “Gem of the 
Ocean” when it introduced the famous 
American “Packet.” 

Between 1816 and 1836 the famous 
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In 1855, twenty-seven steamers, owned 
by five American steamship lines, were ply- 
ing between American and European ports, 
with a total tonnage of 45,763. This year 
was the highest point in American ship- 
building, 2,027 ships of 583,450 tons. And 
1856 was the highest point in ownership, 
5,681,394 tons. 

Following the Civil War shipbuilding in 
America fell off rapidly, declining in 1887 
to 95,453 tons. Comparative statistics in 
Great Britain will show at this point a 
gradual rise in construction of tonnage. In 
1856; 90 per cent of our foreign trade, 
which we were then eagerly endeavoring to 
extend, was carried in American ships; 
while the per cent of our foreign trade car- 
ried in American ships in 1913 was 11.5. 


Our Shipping Record 


The wars of the Revolution and 1812 de- 
veloped the great characteristic of the 


“Black Ball Line” was established, with 
monthly sailings between New York and 
Liverpool. The Red Star Line entered the 
Liverpool service; then came the Swallow- 
tail Line, with weekly service; then the 
Dramatic Line. At this time the average 
run across the Atlantic was eighteen days. 
This record was broken in 1836 when the 
“Independence” made the run from New 
York to Liverpool in fourteen days and 
eight hours. 

Next came the discovery of gold in Cali- 
fornia in 1849, and American ships rounded 
the “Horn” in great numbers, the “Donald 
Mackay” of Boston making the trip to 
Frisco in 89 days. 

Until the late “fifties” wind and wood 
maintained American supremacy, but in the 
transition from wood to iron and from wind 
to steam, which had been inaugurated by 
an American and developed by Britishers, 
American shipbuilding began to fall be- 
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hind. The genius of Great Britain for the 
manipulation of iron and for the develop- 
ment of intricate machinery surpassed ours. 
American builders were slow in turning to 
iron. Even as late as 1904 fifty-eight per 
cent of American ships were wood, while 
in 1860, thirty per cent of British ships 
were iron, with few launchings of wooden 
ships by the British after that date. 

The timidity and the lack of enterprise 
of capital in this country prevented us from 
taking advantage of the successful crossing 
of the Atlantic by British steamships. This 
excited our emulation, as shown by the de- 
velopment of the Atlantic Steam Navigation 
Company, fathered by New Yorkers, in 
1838, and the Ocean Steam Navigation 
Company, in 1845, which received a mail 
contract, but the reluctance of capital to 
enter upon these voyages of doubt inter- 
fered with the development of an industry 
. in which at one time we were the leaders. 


all the results accruing to us is the advan- 
tage we took of the situation as we found 
it at the opening of the war for the rebuild- 
ing of our merchant marine. The greatest 
lesson which the war has given us is our 
need for a merchant marine with an ample 
navy for its protection and support. 

Sea power is the combination of a healthy 
commerce and mercantile marine, supported 
by a military navy insuring at all times by 
force of arms a protection sufficient to en- 
able unarmed vessels to carry out their 
proper function. Just as in olden times 
merchant vessels were the backbone of the 
fighting fleet, it can be said that a military 
navy springs naturally from a healthy com- 
merce. 

Prior to the present war the number of 
cubic feet of shipping per capita in the 
United States was .85. When we consider 
that in 1810, when the population was one- 
fifteenth as great, the number of cubic feet 
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The great revival of business following 
the Civil War was not shared by the ship- 
ping industry, due perhaps largely to the 
attraction of capital, which was relatively 
scarce in America at that time, to the build- 
ing of railroads. The war tariff was not 
materially lowered when the Civil War was 
over. The downward revision which fin- 
ally came with the recent Underwood Act 
might almost be called the “last nail in the 
coffin” of the American merchant marine. 
It raised the cost of shipbuilding materials 
and shipyard labor and tied a millstone 
around the neck of foreign trade. 

With the coming of 1914, when the red 
glare of war lighted up the horizon of 
Europe, the American merchant marine al- 
most vanished; but there sprung from the 
condition developed by this war a reversal 


of tendency, and greatest, perhaps, among 


per capita was 1355, we realize the low 
estate to which our shipping had fallen. 


Rapid Development Since the War 


Prior to the outbreak of the war, dotted 
along our Atlantic, Gulf and Pacific coasts 
were numerous shipbuilding and repair 
yards, many of them dilapidated and non- 
operating, or operating at a loss. But 
shortly after the outbreak of hostilities in 
Europe there came an awakening to the 
serious need in this country for ships. De- 
velopments in Washington came thick and 
fast. The difficulties of organization and 
the many handicaps experienced in the de- 
velopment of this sleeping industry have 
taxed American constructive ability. 

Available statistics at the present time 
are meagre as to the recent rapid growth 
of our shipbuilding, but some idea of re- 
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sults can be formed when it is stated that 
as much tonnage has been constructed in 
American waters in the last three months 
as by all the other maritime nations of the 
world combined. This big output has 
necessitated the addition of 81 steel and 
wood shipbuilding yards to the 37 steel 
yards under operation at the time of our 
entrance into the war. Eighteen smaller 
yards have also been expanded to meet the 
increased demands for production, and 
there are building in these various yards a 
total of 235 new steel shipways, or 20 more 
than exist in all the shipyards of England. 

Figures of construction compiled as of 
March 1, are 8,205,708 dead weight tons. 
This includes the tonnage under contract 
with the Emergency Fleet Corporation and 
that of the requisitioned vessels. Edward 
M. Hurley, chairman of the United States 
Shipping Board, in a speech before the 
members of the National Merchant Marine 
League of the United States, on March 26, 
1918, summarized the situation as follows: 

“If you will take a glance at the map of 
the ‘world you will see that three-fourths 
of it is covered with water. Great Britain 
long ago made it her policy to maintain 
control of this greater part of the world’s 








TABLE III—PERCENTAGES OF WORLD 
TONNAGE CARRIED IN AMERICAN 
BOTTOMS. 

Year Carrier 
1610-1635 i 
1635-1712 
1712-1800 
1800-1836 
1836-1855 
1856 
1856-1863 
1863-1890 
1890-1910 
1910-1913 
1917 








surface, but we also have taken first rank 
among the powers and our first need now 
is for a great merchant marine. Our gigan- 
tic program for ship construction will place 
us in a position where we can rely on native 
resources rather than be dependent on the 
fleets of our competitors, as we have been 
very largely in the past. No nation can 
be great commercially unless it has its own 
manufacturing and its own shipping, and 


this is the goal which will be passed in 
peace if we can reach it in war. 

“There is no doubt but that we are des- 
tined to be one of the leading shipbuilding 
nations in the world.” 

From the November 15, 1917, address by 
the President of the society of Naval Archi- 
tects and Marine Engineers, Lieut. Com’dr. 
Stevenson Taylor, U. S. M. R. F., at their 
annual meeting in New York the following 
figures were given relative to tonnage pro- 
duction by the shipyards of the world. 
“The total capacity per annum, prior to 
1916, of shipyards for building merchant 
vessels was: (See Table I.) 

“Notwithstanding the decrease in mer- 
chant shipbuilding in the United Kingdom 
of Germany, caused by the necessities of 
war, owing to the increase in capacity of 
United States shipyards (about 100,000 
tons) and elsewhere in the world (about 
76,000 tons) the total production of mer- 
chant vessels in the shipyards of the world 
during 1917 was approximately 3,250,000 
tons.” 

The same great change in the industry 
during 1917, when at the close of the year 
there were about 142 shipyards, 59 of which 
were building wood vessels, will be like- 
wise responsible for the enormous increase 
in 1918, over that of ’17 when it is con- 
sidered that while there has not been so 
many yards added to those existing in ’17, 
still there has been several gigantic en- 
largements and comprehensive plants built 
to cope with the tremendous program of the 
United States Shipping Board, which will 
add 787 new ships to our Navy at a cost 
of $1,150,400,000, thus making the Navy 
of the United States the most powerful in 
the world, second to none. 

As to the estimated production of 1918, 
the announced program of the United 
States Shipping Board, which promised at 
the end of 1919 a merchant marine of 14,- 
500,000 deadweight tons capacity will be 
met at the present rate of production and 
construction long before the close of 1919. 


Prospects After the War 


There has been raised, of course, the 
question of the after-war effects on the in- 
vestment values of both shipbuilding yards 
and ships. This became a serious question 
just after the outbreak of hostilities in 
Europe, when the first enormous demands 
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were made upon the available world ship- 
ping and the prices for tonnage both old 
and new soared to heights it was believed 
impossible that they could ever attain. 

But this was not all; there was the almost 
apathetic condition of our neglected foreign 
trade and the fear that competition would 
make it impossible for us to enter the for- 
eign markets even after the war. Again, 
there was the present reply of our manu- 
facturers, “Why should we?” to the oft 
repeated inquiry as to why they did not 
cater to foreign trade. “Our present capac- 
ity is only sufficient to meet the demands 
of local consumption and we are hardly 
able to keep up with the increase of that. 
We have never even gone after the trade 
waiting for us on our Pacific coast, owing 
to the fact that it would necessitate an in- 
crease of 100 per cent production.” 

There was also the bugaboo of our lack 
of cheap production to meet the competition 
of cheap foreign labor, our lack of foreign 
trade systems, linguistic shortsightedness, 
and refusal to conform to proper methods 
of foreign selling, the burden of high cost 
of labor upon the shipping industry to man 
our vessels in competition with the cheap 
labor manning vessels under foreign reg- 
istry. To this can be added adverse legis- 
lation improperly restricting our maritime 
onerations. 

But the industry is again coming into its 
own. Students of shipping and foreign 
trade are of one opinion, that American 
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energy will find a way by its own method 
to produce at a marketable price and in 
an acceptable manner merchandise which 
will ably compete for foreign trade. Ships 
will be built and manned by crews at a cost 
which will afford protection to the opera- 
tion of our merchant marine. The speeding 
up of industries of all kinds, due to the 
exerted war energies of the country, has 
answered the question of liberal expansion 
of industry sufficient to meet the necessities 
of overseas trade competition. 

It is very necessary, however, that we 
consider carefully the conditions and meth- 
ods of offering our goods so that we may 
build and hold the trade which we are now 
in a position to control. We must be pre- 
pared to meet an aggressive European trade 
built up by combinations thoroughly organ- 
ized to fight hard for every inch of ground 
they may lose. 

The shipping board is now approving 
plans for the building and operation of 


Jarge fleets of private ship lines and in the 


execution of this policy they are turning 
back to American owners for operation ves- 
sels that were commandeered in the early 
days of the war. 

The U-boat situation is one about which 
it is impossible to write freely. However, we 
may say that at the rate we are construct- 
ing ships and in view of the various meth- 
ods we are using to give them protection 
in their overseas travel, we have nothing to 
fear from submarines. 








A CALL FROM THE NAVY 


My Dear Editor: 


May 27, 1918. 


We are urgently in need of 1,000 Gas Engine Men and I would ask you, 
please, if it is posible to carry the following box as a news item: 
NAVY NEEDS AT ONCE 1,000 GAS ENGINE MEN 


The Naval Reserve Force must enroll at once 1,000 men ex- 
perienced in the operation and maintenance of gasoline engines. 


This is an urgent call. 
duty. 


ean citizens. 
will be accepted. 


The men are 
They will be rated as Machinist's Mates. 

Age limits are 18 to 35, inclusive. Applicants must be Ameri- 
Draft registrants with letters from their local boards 


required for immediate 


Apply at Naval Reserve Enrolling Office, 51 Chambers Street, 
New York, or any Navy Recruiting Station. 


This is most urgent and please give it as much prominence as you can pos- 


sibly afford. 


I thank you for the many past favors and certainly apperciate this one. 


TRUMAN H. NEWBERRY. 


By direction, Assistant to Commandant. 

















Right and Wrong Methods in Investment 


and Speculation 
XIV—Selling Short Without a Stop Order 





By RICHARD D. WYCKOFF 





FEW weeks ago, when American 

Sumatra advanced to 145, we 

received a number of inquiries 

from subscribers who on their 

own initiative had sold the stock short 

around 90. The burden of these inquiries 
was “What shall I do now?” 

If there is one kind of communication 
that puzzles our Inquiry Department more 
than any other, it is a cry for help from 
the fellow who is a mile off shore, with no 
life-saver in sight. If we reply “Cover 


now and take your loss” and the stock 
should break to around his selling point, 
he would have a very small opinion of our 
judgment. 

On the other hand, if it rises 20 points 
further, he is apt to say, “Why did you not 


tell me to cover at 125?” 

The situation in American Sumatra, we 
are told, is as follows: 

When the stock was selling in the nine- 
ties, 50,000 shares out of a total of 60,000 
shares were still in original hands. A 
prominent tobacco magnate was reported 
to be short of a considerable quantity. It 
was said that this gentleman was notified 
that he could cover at 125, and that when 
the stock touched that figure, which it might, 
if he had not covered by that time, the next 
price would be 175. Yesterday the stock 
touched 145, rising to that figure with com- 
parative ease, and reacting with the genera 
decline in the market. . 

We do not know whether the above is 
the true state of affairs. It is simply men- 
tioned for what it may be worth. Let us 
assume, however, that it is true, and that 
the large operator referred to has not yet 
covered. With such a small amount of 
stock in the hands of the public (if this 
should be still the case) there is no telling 
how far the stock might advance, nor how 
soon and how rapidly it will break. Move- 
ments of this kind are usually carried 
through until the objective has either been 
reached, or those engineering the move are 
obliged to buy more than they wish for, and 
have to alter their plans. 





A rise of 55 points in a stock selling at 
90, and all within a period of a few weeks, 
points to a very unusual situation, but what 
we desire to discuss here is the risk under- 
taken by those who sold the stock short at 
90, because it looked high. 

From a stock market standpoint, there 
are various forms of suicide, some more 
pleasant than others. 


In the Panic of 1901 


A few davs before the panic of May 9, 
1901, a friend of mine met a leading banker 
from the West, and said, “What do you 
think of the market?” The banker replied 
“Northern Pacific around 106 looks to me 
like the best purchase—there is something 
doing in it.” That day Northern Pacific 
advanced several points. The next dav, if 
I remember correctly, it rose to ahove 120. 

I was managing partner in a New York 
Stock Exchange house at the time, and the 
handling of the clientele was one of my re- 
sponsibilities. The whole market was ad- 
vancing with Northern Pacific and upward 
rushes of from 5 to 10 points a day were 
common. I did not like the looks of the 
market, and began getting my people out 
of stocks. Some of them said “If you think 
we should sell our long stocks, why not sell 
them short?” “Not in a market like this,” 
was my reply. “It is switching around at 
such a terrific rate. that sqmething big is 
going to happen. The only safe position is 
to be out of it.” I do not now claim that 
this was the best thing to do, because the 
history of that day shows that any one who 
sold any other stock short except Northern 
Pacific could have made a handsome profit, 
but I had learned that in wild markets the 
safest position is that of a spectator—not a 
speculator. 

Northern Pacific climbed to 150, and 
there were whispers of a corner. The rest 
of the market started to sag downward. 
while Northern Pacific began jumping 50 
—_ 100 —_ at a time. 

erewith is a reproduction of the ta 
showing the character of the market on that 


(348) 











METHODS IN INVESTMENT AND SPECULATION 





fateful day when Northern Pacific touched 
$1,000 a share. I recommend that those 
who are tempted to sell a stock like Ameri- 
can Sumatra short without limiting their 
risk should carefully preserve this picture 
of the “pinnacle” of the 1901 panic as a 
warning against such a procedure. 

It is not claimed that short selling is 
any more dangerous than taking a long 
position in a stock, but there is this differ- 
ence: If you pay $100 a share for a stock, 
you cannot lose more than that amount, 
but if you sell it short at that figure, with- 
out limiting your risk by means of a stop 
order preferably, there is no limit to your 
liability because no one knows how high a 
stock may sell under conditions such as in 
American Sumatra and Northern Pacific. 


349 


also “looked high” many a time on the way 
up, and the new short interest was con- 
stantly being created, then forced to cover 
at a higher level. 

The peculiar part of it is that those who 
sold Sumatra at 90, would undoubtedly 
have taken two or three points profit, and 
considered that they had done well. The 
subsequent rise has proved that they risked 
$5,500 in the hope of making $200 to $300. 

No speculative transaction should be 
undertaken without a prospective profit of 
two or three times the amount you are 
liable to lose. That is, a person who enters 
a trade with a stop order two or three points 
away, should be confident that there is 5 
to 10 points probable profit in the transac- 
tion, or he should not undertake it at all. 








In the latter case the short interest amounted 
to more than the floating supply of stock, 
and those who had sold it short, and bor- 
rowed it for delivery through their brokers, 
had sold stock that technically was not in 
existence. 

Northern Pacific in 1901 was a 4 per 
cent dividend payer. At 120 it looked high. 
At 140 it “looked higher.” The rapidity of 
its rise invited short selling, which proved 
to be the ruin of many a man shortsighted 
enough not to limit his risk. The corner 
proved that there were a great number of 
shorts. 

Recent Examples 

The case of Bethlehem Steel in 1915 
was not so very different, except that it 
took several months for it to advance from 
its low point of that year (4634) to 600 in 
the same year, and to 700 in the following 
year. The elapsed time made the agony 
long drawn out for the short interest. 

General Motors sold around 30 in 1914, 
and rose to 850 within a year or two—it 


It is a simple business proposition. You 
would not engage in any mercantile business 
wherein you would have to employ $5,500 
with an expectation of only $200 or $300 
profit. 

In the case of a stock like U. S. Steel, 
which has 5,083,025 shares, the risk in 
selling short without a stop order is not so 
great, but this should only be done by those 
who are in close touch with the market, and 
who are ready to close the transaction when 
it shows definite signs of going against 
them. 

The man who aims at a small profit, 
while leaving himself open to an unlimited 
loss, and who persists in letting his loss 
run, is reversing the rule which leads to 
success in trading operations. This rule 
is “Cut your losses short, and let your 
profits run.” 

It is an old rule, but it should be all the 
more highly respected because of its age. I 
find that it works well. 


(Series to be continued.) 
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Amer. International Corporation and 
its Marine Holdings 


International’s Profitable Investment—Companies It Con- 
trols—Position of Its Stock 





By MORTON STURGES 





HERE has been considerable com- 
ment as to the benefit accruing to 
the American International Cor- 
poration, owing to its holdings in 
the common and preferred stocks of the In- 
ternational Mercantile Marine Company. 
In furthering the development of its 
foreign trade, the American International 
acquired a large interest in International 
Mercantile Marine, and it is stated that al- 
most two-thirds of the $3 dividend paid 
last year on American International was 
derived from its ownership of International 


disposal of the British tonnage of the In- 
ternational Mercantile Marine to a syndi- 
cate of British ship owners now awaits only 
the settlement of details. The report is 
that there are several points remaining to 
be negotiated and while no official state- 
ment has been made, the sale is generally 
regarded as probable. The deal involves 


over $100,000,000 cash and 950,000 tons 
of shipping. The Company has been com- 
pelled to allow its British subsidiaries’ 
profits to accumulate in their treasuries; 
sufficient, it is thought, to pay off all their 








TABLE I—AMERICAN INTERNATIONAL CORPORATION. 


Consolidated Balance Sheet—December 31, 1917-1916 


Current Assets: 
Cash and Call Loans 
Inventories of Merchandise 


Accounts Receivable and Sundry Advances.. 


Interest Accrued Receivable 


Less Branch Office Cash in Transit 
Investments, Bonds, Stocks, etc 
Real Estate 

Furniture and Fixtures 

Unexpired Insurance 

Working and Deferred Assets 


Total Assets 


1916 
$2,954,313.47 
2,167,514.86 
864,818.17 
148,201.34 


$7,134,847.84 
23,226,558.49 
mene 


1917 
$2,374,497.93 
2,222,699.72 
3,086,634.53 1 
125,373.96 


$7,809,206.14 
221,402.40 
27,313,579.41 
1,732,582.60 
472,049.38 


$37,106,015.13 


Liabilities and Capital 
Capital Stock: 


Preferred Stock, 10,000 shares (less 500 
shares held in Treasury) 60% paid 
Preferred Stock—10,000 shares, 50% paid.. 
Common stock—490,000 shares 60% paid.. 
Common stock—490,000 shares, 50% paid... 


570,000.00 


,snieceecgecentuagan 
$29,970,000.00 


2,789,215.47 
3,507,513.34 


2,960,339.00 
1,923,539.43 
839,286.32 521,261.75 


Total Liabilities and Capital $37,106,015.13 $30,405,140.61 


EEE 


Mercantile Marine preferred, paying $6 a funded indebtedness of $13,250,000 and 

share and a 10 per cent distribution on ac- permit them to liquidate on an attractive 

crued dividends aggregating 82 per cent. basis for the parent company entirely aside 
Apparently formal announcement of the from the sum to be realized at present. 
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Notes and Accounts Payable 
Surplus 
Reserve for Taxes 











AMERICAN INTERNATIONAL CORPORATION 





Marine Could Liquidate 


Assuming that the Marine Company will 
receive at least $125,000,000 in cash, no 
matter how much more it receives from the 
undivided profits of the British companies, 
this sum would be amply sufficient to wipe 
out its entire present funded indebtedness, 
pay off all the accrued dividends on its pre- 
ferred stock, and even permit liquidation 
of the company. The International Mer- 
cantile Marine now has outstanding $39,- 
061,000 1st mortgage collateral trust 6 per 
cent bonds dated October 1, 1916, and re- 
deemable at 110 and interest, on any in- 
terest date on four weeks’ notice. The next 
interest date will be October 1, next. To 
retire these, therefore, will require $44,- 
138,930 in cash. Next comes $51,725,500 
of 6 per cent cumulative preferred stock, 
preferred as to assets and dividends, and 
with 67 per cent of unpaid back dividends 
accumulated upon it. To pay off the back 
dividends would require $34,656,085, and 
to retire the preferred stock at par a total 
of $86,381,585. 

The history of the American Interna- 


tional Corporation goes back to the autumn 
of 1915 when some of the remarkable 
opportunities caused by the upset in eco- 
nomic conditions had become apparent. 
The Corporation was formed at a time 
when it was evident that the leading Euro- 
pean nations would be compelled to abandon 


a large part of their foreign trade. Mr. 
Frank A. Vanderlip, on behalf of his asso- 
ciates, organized the company. It was the 
first organized attempt to develop foreign 
trade relations on a large scale in this 
country. 

Sussipraries of the American Interna- 
tional Corporation are: 

The Allied Construction Machinery Cor- 
poration. 

The Allied Machinery Company of 
France. 

The Allied Machinery Company of 
America. 

The Allied Sugar Machinery Corpora- 
tion. 

Carter, Macy & Company. 

The China Corporation. 

Siems-Carey Ry. & Canal Company. 

The American International Shipbuild- 
ing Corporation. 

New York Ship Building Company. 


G. Amsinck & Company, Inc. 

International Products Company. 

The most interesting of these endeavors 
has been the construction for the Govern- 
ment at Hog Island, Philadelphia, of the 
largest ghip building plant in the world. 
Although the contract which the Interna- 
tional Ship-building Company has with the 
Government has been subjected to criticism, 
a vast amount of actual work has been ac- 
complished. 


A Speculative Investment 


The American International stock is not 
an investment but is more of a speculation. 
The income account shows that the Com- 
pany is paying conservative dividends and 








TABLE II—AMERICAN INTERNATIONAL 
CORPORATION 


Consolidated Income and Profit and Loss Ac- 
count for the Years Ended December 31, 1917 
and 1916. 

1917 1916 
Interest and Div..... $3,026,479.85 $502,426.64 
Earn. from Operat’ns 3,803,914.61 3,337,450.10 


$6,830,394.46 $3,839,876.74 
3,746,122.17 2,483,943.11 
3,507,513.34 1,923,539.43 





Net Earnings 
Surplus at Dec. 31.. 








on the 490,000 shares of common stock out- 
standing, showed actual profits last year 
much larger than the dividend paid. There 
is $1,000,000 preferred outstanding. These 
shares were reserved as managers’ shares in 
order to provide an inducement and an in- 
centive to the most able men who have been 
chosen to manage the affairs of this great 
organization. 

In a certain sense, the American Inter- 
national is a speculation for the reason that 
it is new and unseasoned. It is a very 
ambitious proposition. The stock is not 
selling high and if held permanently, it is 
very likely to show appreciation. The 
board of directors of this organization is 
comprised of the greatest combination of 
American business men of different lines 
ever brought together in one organization. 

It is generally conceded that American 
business men, when properly guided, will 
be fully as efficient in foreign fields as in 
domestic affairs. 











American Woolen’s Bulwarked Position 


A Late-Blooming War Bride—Cash and Working Capital 
Positions—Equities Behind the Common—An 
Interesting Speculation 





By ARTHUR CONANT 





Company it is difficult to recog- 
my nize the woebegone corporation of 


4 


fp TT N the present American Woolen 
r.4 


a few years ago. Everyone re- 
members the panic into which the concern 
and its stockholders were thrown by the 
passage of the last tariff bill with its dras- 
tic reduction of the tariff on wool, and the 
deficits for 1913 and 1914 (see table) are 
proofs that their forebodings were well 
grounded. 
A Slow War-Bride 

But the war revolutionized the com- 

pany’s entire affairs and prospects, and 

















Millions of Dollars 
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American Woolen, a late-blooming war- 
bride (if the reader will pardon the mixed 
metaphor) is now enjoying prosperity 
which, if it could have been foreseen five 
years ago; would have been regarded as 
truly magical. 

In the first place the war reduced the 
competition of the looms of England and 


the Continent to a negligible quantity, and 
at the same time and by the same token 
brought into existence a tremendous de- 
mand for woolen goods for uniforms, blan- 
kets and various other war purposes. The 
Allied Governments, with the English con- 
trol of Australia’s wool clip, were able to 
provide for the major portion of their war 
needs, but the net results to Woolen were 
distinctly favorable. In place of a deficit 
of $678,000, round figures in 1913, the 
year 1914 showed net profits of approxi- 
mately $2,789,000 or almost the preferred 
dividend requirements. In 1915 the im- 
provement continued and the net mounted 
to $5,160,000, which allowed, after pre- 
ferred dividends, a balance of 6.4 per cent. 
on the common stock. The preferred stock, 
which had sold down as low as 72% in 
1914, recovered to a high of par in 1915 
and the common from a low of 12 to a high 
of 5714. In 1916 net profits were $8,210,- 
000 and the balance on the common 15.3 
per cent. 

In 1917 this country hurled its sword 
into the scales of the world war and things 
really commenced to hum for American 
Woolen. Last year net profits made a 
grand total of $15,665,000, with a balance 
on the common equal to 40.4 per cent. 
Curiously enough, in spite of the greatly 
improved showings of 1916 over 1915 and 
1917 over 1916, the best that the preferred 
could do in both 1916 and 1917 was to sell 
2 points above the 1915 high and the com- 
mon a little more than 1 point above the 
1915 record. - Notwithstanding the high 
earnings of the company and its constantly 
increasing volume of business, the stock 
market refused to take cognizance to any 
great extent of the company’s improved po- 
sition. The war-bride was willing but the 
investor was slow. 


Huge 1917 Earnings 


Moreover the 1917 statement showing 
40.4 per cent. earned on the common stock 
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by no means indicates the full extent of 
earnings for $3,000,000 was charged out 
of income as a reserve for taxes. Had 
there been no reserve for taxes the company 
would have shown 55 per cent. on its com- 
mon stock last year or within 4 points of 
the record market price for the issue to date. 
Without going so far as to assume that 
Woolen is a second Bethlehem Steel, it is 
instructive to note that a similar situation 
existed in regard to the earnings and mar- 
ket price in connection with the latter cor- 
poration some months before it began its 
spectacular rise which carried its stock from 
the fifties to a high price of 700 per share. 

It will be noted from the tabulation 
which accompanies this article that in spite 
of the splendid 1917 showing the total 
profit and loss surplus showed a gain at the 
end of the year of only approximately 


the year totaling nearly $9,000,000, or an 
increase of more than $7,000,000 over 1916. 
Accounts receivable showed an increase of 
about $4,000,000, while $2,539,000 of 
quick assets were in the form of Liberty 
bonds. On the quick liabilities side cur- 
rent vouchers and accounts were re- 
duced about $3,000,000 to a total of 
$2,527,000, while bank loans increased 
nearly $6,640,000. With its large cash re- 
sources the company could undoubtedly re- 
duce its debts to banks materially if such 
a course were deemed advisable, but like 
many other industrials it prefers to maintain 
a strong cash position. 

Advance payments, probably on account 
of governmental war contracts, totaled $16,- 
400,000, ‘as against $1,100,000 on Dec. 31, 
1916, and the company‘s net working cap- 
ital totaled $34,133,000, as against 25,418,- 











AMERICAN WOOLEN’S WAR PROSPERITY 


Bal. for Earned 
Dec. 31 Net Profits Divs. on Pfd. 
1910 ....$3,995,311 $3,456,647 8.6% 
1911 .... 3,225,916 3.225.916 8.0 
1912 .... 3,722,988 218,253 8.0 
1913 .... %677,685 *1,179,791 = 
1914 .... 2,788,602 2,788,602 6.9 
1915 .... 5,160,295 4,080,686 102 
1916 .... 8,210,761 5,863,819 14.6 
1917 ....15,664,985 10,883,155 272 
*Deficit. 


Paid 


on 
Pfd. 
1% 


Earned 
on Year’s 
Com. Surplus 
22% $656,647 
21 425,916 
2.0 418,253 
*3,979,791 
: *11,398 
64 1,280,686 
15.3 2,063,819 
40.4 $3,044,155 


Total 
Surplus 
$11,171,455 

11,597,371 
12,015,624 

8,035,833 
8,024,435 
9,305,121 
11,368,940 
14,413,095 


+After extraordinary reserves charges as follows: Depreciation, $1,539,000; insurance fund, 


$1,250,000; pension fund, $1,250,000. 








$3,000,000. This is because the company 
took advantage of its bonanza year to write 
down liberally and in that way bulwark the 
equities behind its securities. A reserve 
totaling $1,539,000 was set up for deprecia- 
‘on, $1,250,000 as a reserve for an insur- 
ance fund and $1,250,000 as a reserve for 
a pension fund. Together with the tax re- 
serve American Woolen thus set aside ap- 
proximately $7,000,000 last year for ex- 
traordinary purposes. 
Working Capital and Cash 


As shown by the two graphs accompany- 
ing this article the company now occupies 
the strongest position it has yet held in re- 
gard to working capital and cash. In spite 
of the increase in inventories last year total- 
‘ne more than $19,000.000, Woolen was 
able to report cash on hand at the end of 


000 the year previous, a gain of approxi- 
mately $8,700,000. 


Present Earnings 


American Woolen has orders on hand at 
the present time totaling more than $100,- 
000,000, or approximately a year’s capac- 
ity. The company is rapidly enlarging its 
facilities, but with governmental plans in 
view to equip 1,500,000 soldiers for over- 
seas service next winter, it appears that 
Woolen’s chief problem for a long time to 
come will be how to handle the business it 
will receive. As the company is devoting 
from 75 per cent to 80 per cent of its ca- 
pacity to Government work, it seems that 
the civilian demand will have to take what 
it can get this year. 

It is of course too early to attempt to 
prédict what Woolen’s 1918 showing will 
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be, but that its turnover will prove a record 
one is the outlook. When one comes down 
to net profits, one encounters so many vari- 
the first place the margin of profit will be 
less than 1917, because of the governmental 
fixed price for wool, and labor costs will 
be higher. In the last two years wage ad- 
vances have totaled more than 60 per cent. 











WOOLENS STRONG CASH POSITION. 
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Then there is the matter of taxation which 
is under consideration at Washington as 
this is written. Sooner or later the Gov- 
ernment is bound to increase the tax on 
profits, but whether it is done now and 
goes into effect at once or later means much 
to American Woolen. 


Woolen’s Prospects 
Summed up, then, it appears that this 
year American Woolen is in line for a rec- 
ord gross business, accompanied by higher 
costs, a smaller differential between raw 
and finished material prices and larger 
taxes.. Whether the greater volume of busi- 


ness will make up for the other less favor- 
able factors is, of course, indeterminate at 
this time, but best opinion is that the com- 
pany should be able to approximate, if not 
equal, the balance of 40.4 per cent earned 
on the common last year. If last year’s 
earnings on the common are attained, it 
will mean that for three years the company 
has averaged 30.7 per cent on its junior 
issue. In view of these earnings and the 
prospects for an increasing volume of busi- 
ness, it would appear that at 55 the com- 
mon stock has by no means discounted its 
earnings and the company’s _ greatly 
strengthened financial position. 

In considering a purchase of the com- 
mon, however, the investor must never lose 
sight that American Woolen’s prosperity is 
essentially war-begot, and while it should 
continue as long as the war lasts, in which 
event the common should sell considerably 
higher, it is likely to cease suddenly with the 
endingofthewar. Whether American Woolen 
will be protected by a tariff barrier after 
the war is a matter merely of conjecture. 
The stock must be regarded, therefore, as 
a speculation, but one with exceedingly in- 
teresting possibilities. 

As the company has no bonds ahead of 
the preferred, the latter, with its long divi- 
dend record and large margin of earnings 
over dividend requirements, may be re- 
garded as a sound investment issue. Its 
yield at 100 is only 7 per cent and is not 
especially attractive in high-yield times 
like the present. 

The common stock appears to be well 
buttressed by assets. American Woolen’s 
plant and mill fixtures are carried on its 
balance sheet at $41,900,000, and their re- 
placement value has been estimated by ex- 
perts at approximately $50,000,000. — Al- 
lowing plant assets to offset the $40,000,- 
000 preferred stock, we have a balance of 
assets for the common which figure out to 
an equity of between $175 and $180 a 
share for that issue. 








REATNESS does not consist in never falling, but in 


rising every time you fall. 
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The New Haven Puzzle 


Advance in Stock Not Explained by Present Status of Com- 
pany—Dividends Apparently a Long Way Off 





By FREDERICK LEWIS 


a 





AS New Haven turned the corner? 

The recent advance in the stock 

from the twenties to close to fifty 

has caused this question to be 

asked many times of late. There is no 

doubt but that New Haven is now in much 

smoother waters than it has been for 

several years. In fact this splendid rail- 

road system, which has a practical mon- 

opoly of the transportation of the New 

England states, has only just emerged from 
the shadow of receivership. 

There is little or no doubt that the action 








TABLE I—PRICE RANGE OF STOCKS. 


High Low High Low 
1901....217 206% .162 149 
1902....255 209% 1911....151% 126% 
1903....225% 187% 1912....142% 126 
1904....199 185% 1913.... 655% 
1905....216 191% 1914.... 495% 
1906....204% 189% 1915.... 43 
1907....189 127% 1916.... 49% 
1908....161 128% 1917.... 21 
1909....174% 154 *1918.... 27 


*To May 29. 


1910... 








of the United States Government in taking 
over control of the railroads of the country 
saved New Haven. The company was 
facing the necessity of taking care of 
$45,000,000 notes which were due April 15, 
1918, an almost impossible task under the 
conditions obtaining in the security market, 
combined with the difficulties the railroads 
were laboring under, because of increased 
operating expenses. The Government is now 
guaranteeing earnings equal to the average 
earnings for the three years ending June 
30, 1917 and in addition has taken care of 
New Haven’s financial requirements in- 
cluding the refunding of the $45,000,000 
notes. 
Guaranteed Earnings 

Under the earnings guarantee New 
Haven will receive a net income, after all 
charges, equal to approximately 214 per 
cent on the capital stock. This return, it 
is true would not appear to offer very 
bright prospects for any immediate re- 


sumption of dividends on the stock, but 
will enable the company to put back into 
the property close to $4,000,000 annually. 

A glance at the accompanying graph 
will give the reader a good idea of the 
reason why New Haven was brought so 
close to receivership. It will be noted that 
for a very long period of years practically 
all surplus earnings were paid out in divi- 
dends and that in several years dividend 
payments were considerably in excess of the 
amount earned. In other words the prop- 
erty was bled in order to keep up the divi- 
dends. This, in connection with several 
very unfortunate investments, brought about 
the crisis through which the company has 
just passed. In the past few years, how- 
ever, as the graph shows, substantial sur- 
plus earnings have been put back into the 
property, with the result that the system 
has been undergoing an upbuilding process 
instead of being allowed to depreciate, as 
was the case before the new management 
took control. In the last four years about 
$15,000,000 surplus earnings have been 
used to rehabilitate the property. 

Future Possibilities 

Taking a long range view of New Haven 
it is not without attractive possibilities. As 
has been already noted its lines run through 
a wonderful territory and there is good 








TABLE II—NEW HAVEN’S DIVIDEND 








ground for the belief that when the Govern- 
ment turns back control, which it is planned 
to do three years after the ending of the 
war, the company will be able to develop an 
earning power that will permit a resumption 
of dividend payments. 

With dividends apparently several years 
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off, however, the present price of the stock 
would appear to be high when comparison 
is made with other rails. In fact no satis- 
factory explanation has yet come to light 
why New Haven should sell on its merits 
higher than such a stock as, for example, 
Wabash preferred A which pays 4 per cent 
and whose dividend is reasonably secure, 
or Erie 1st preferred which is apparently 
much closer to dividends and is selling 
nearly fifteen points lower. 


Investments 


A careful examination of New Haven’s 
investments offers no clue to the situation. 


stock, but of course it will only receive the 
2% per cent allowed by Government regu- 
lations. When the Government gives up 
control of the roads there is naturally no 
assurance that this increase in freight rates 
will remain in effect. 
Capitalization 

New Haven is capitalized with $157,- 
117,900 stock and $260,000,000 bonds, 
notes, equipment obligations, etc. Total 
capitalization per mile is a little over 
$300,000. The last balance sheet issued, 
as of December 31, 1916, showed current 
assets of $28,255,000 as against current 
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It is true that some of these investments are 
likely to show up in the future somewhat 
better than they do at present, but this im- 
provement would hardly be of sufficient 
proportions to materially increase New 
Haven’s income. In the past advances in 
the stock have frequently been accompanied 
by rumors of other roads seeking control 
but, of course, with control of the railroads 
in the hands of the Government any such 
idea is not to be entertained at the present 
time. 

It is estimated that New Haven, under 
the 25 per cent rate increase that the 
Government will put into effect and allow- 
ing for the increase in wages will have an 
earning power of around 8 per cent on its 


liabilities of $12,708,000. Profit and loss 
surplus was $12,959,774. 

At present prices of close to 45 New 
Haven stock can hardly be regarded as 
other than a risky speculation. On the 
facts brought forth in this article there 
would appear to be no justification for the 
payment of dividends for several years to 
come. This does not mean to say that the 
stock will not advance further as the point 
should be borne in mind that non-dividend 
paying stocks which have had a large ad- 
vance frequently attract a big volume of 
short selling and the upward move is con- 
tinued at the expense of the shorts. This 
is very possibly the situation in New Haven 
stock. 
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Railroad and Industrial Digest 


These notes are a record of recent price-affecting FACTORS and are not to be regarded 
as RECOMMENDATIONS to purchase or sell. 





Note——The Railroad and Iudustral Digest, Notes on Public Utilities, Oil Notes and Mining 


Digest, contain condensations of the latest news regarding the 


ies mentioned. The items 


compani: 
are not to be considered official unless so stated. Neither THE MAGAZINE OF WALL STREET 
nor the authorities for the various items guarantee them, but they are selected with the utmost 
care, and only from sources which we have every reason to believe are accurate and trustworthy. 
Investment commitments should not be made without further corroboration.—Editor. 








RAILROADS 





ATCHISON—Report for 1917—Shows a 
net income practically identical with its earn- 
ings in 1916. The net available for dividends 
was $38,185,547, as compared with $38,122,189 
in 1916. It was equivalent to $14.50 a share 
on common after payment of preferred 
dividends. The gross revenue from opera- 
tions was $165,529,519, an increase over 1916 
of $21,239,281. Increases in operating expenses 
cut down the increase in net revenues to 
$4,429,890, to a total of $60,306,640. Taxes 
increased $5,164,204. A decrease in the fixed 
charges, due to a reduction in the company’s 
funded debt and a slight increase in non-oper- 
ating income made up for this. After pay- 
ment of dividends, $7,057,000 was carried to 
profit and loss, bringing the surplus up to 
$33,230,068. 

ATLANTIC COAST LINE—1917 Earn- 
apo revenue was $44,063,331, an 
increase of $6,741,246 over 1916. The surplus 
after charges was $10,834,091, an increase of 
$966,456 over 1916. After preferred dividends, 
surplus was equal to $15.78 a share on com- 
mon, as compared with $14.37 in 1916, 


CHESAPEAKE & OHIO—Deferred 
Dividend Action—Failure of the directors 
to take action at their meeting, May 16, on 
the semi-annual dividends was due chiefly to a 
desire to have as definite an idea as possible 
as to what the contract with the government 
would be before doing so. While an adjourn- 
ment was not taken to a definite date, a special 
meeting may be called by the chairman at any 
time. Progress is being made on the working 
out of a general form of contract, and it is 
hoped that this will be completed within a 
week or ten days more. At the recent annual 
meeting the acquisition of a number of its 
affiliated lines and branches was approved. 
They include the following: Kanawha Bridge 
& Terminal Co., Gauley & Meadow River Rail- 
road, Logan & Southern Railway, Pond Fork 
Railway, Piney River & Paint Creek Railroad, 
Elkhorn & Beaver Valley Railway and the 
Chesapeake & Ohio Northern Railway. This 
action brings under its control practically all 
of its branches and extensions. 


COLORADO & SOUTHERN—Report 
Shows Surplus—Surplus income was $3,- 


607,800 after charges, as compared with $3,- 
011,227 for 1916. Total operating revenue was 
$18, "685, 810, an increase of $2,216,532, and bal- 
ance after expenses and taxes was $5,981,642, 
an increase of $356,024. The earnings on the 
common was $9.44 a share, as compared with 
$7.52 in 1916. 


CUMBERLAND VALLEY—Earned 
32.28% on Common—Report for 1917 shows 
an increase in operating and net income, as 
commences with 1916. The increase amounted 

© $180,962 on net income to a total of $1,- 
603,003, which is equivalent to 32.28% on 
common, after paying the 2 dividends on 
both classes of preferred. e Pennsylvania 
RR. owns all except $20,000 of the common 
and an equal proportion of the preferred stock 
of the company. In 1917, the gross operat- 
ing revenues of = ae ware % , net 
revenues $2,297,061, income 
1,826,294. Phe sara of B10 pp 
erred to the surplus account Yor the year. 


DENVER & RIO GRANDE—To Pay 
Bond Interest—Bond interest amounting 
to $2,400,000 and including the Jone H te 
on $8,335,000 improvement mo 
000 semi-annual interest on $15, OO Re Rio 
Grande Western consolidated 4s, payable 
April 1; the $825,000 semi-annual interest on 
its $32,922,000 first and refunding mortgage 
5s, payable February 1, and all the belated 
coupons due January 1 on bonds principally held 
held by foreign owners, will be paid off within 
a few days. The payment was assured by an 
advance of $1,500,000 by the Railroad Adminis- 
tration on account of the first quarter’s rental, 
by the Equitable Trust aap’ s purchase of 

,800,000 Treasury assets and by the $625,000 
cash in the company’s treasury. 


HUDSON & MANHATTAN—Bond 
Plans—Activity in the 5% adjustment in- 
come bonds of the company has given rise to 
reports that the management is considering the 
adviseability of again placing them on an in- 
terest-paying basis. Interest on these bonds 
was passed on Feb. 26, 1917, as ,000 was 
appropriated to the reserve fund which ab- 
sorbed the entire amount of surplus earnings 
that might have been available for interest 
purposes. This action was taken because of 


(357) 











358 


THE MAGAZINE OF WALL STREET 








the higher cost of labor, fuel supplies, etc. 
Interest at the rate of 2% per annum had been 
aid on the bonds from Oct. 1, 1913, to Oct. 
, 1916, inclusive. 


LOUISVILLE & NASHVILLE—Oper- 
ating Expenses Cut Into Earnings—For the 
first quarter of fiscal year indicates that the 
road is still subject to vicissitudes in the in- 
come account that no amount of operating 
efficiency can altogether overcome. Its oper- 
ating revenue was $20,814,877, as compared 
with $17,258,903 for the corresponding quarter 
in 1917. The operating expenses reached 
$15,852,272, requiring 76.15% of the operating 
revenues. For maintenance of way and struc- 
tures the road expended $2,388,818, or 11.5% 
of operating revenues as compared with 
$2,041,191 in 1916. 


MINNEAPOLIS & ST. LOUIS—Con- 
solidation Suit Dismissed—Judge Hough of 
the United States Circuit Court of Appeals 
decision in the District Court dismissed the 
suit brought by William Mitchell and others 
against the Des Moines & Fort Dodge Rail- 
road Co., and the company to prevent the 
consolidation of the two properties, and to 
compel payment of dividends on preferred 
stock owned by the Eno estate at such rate 
as the court might direct. Since the com- 
mencement of the suit, the consolidation has 
been accomplished, a temporary injunction to 
prevent which had been sought and denied. 
The petitioners still insisted upon the pay- 
ment of the dividends claimed to be due on 
the preferred stock. 


MINNEAPOLIS, ST. PAUL & SAULT 
STE. MARIE—Report—Report for 1917 
shows total operating revenue of $20,726,280, 
compared with $21,576,320 in 1916; net oper- 
ating revenue was $6,631,510, contrasted with 
$9,518,175 in 1916 and net income after de- 
ductions was $2,746,429, against $5,258,595 in 
the previous year. 


NEW YORK CENTRAL—Budget for 
1918—Detailed budget shows that the $70,- 
672,087 authorized by the National Railroad 
Administration is to be spent to bring the sys- 
tem’s total allotment up to $163,000,000 of au- 
thorized betterment, equipment and extensions 
expenditure. Improvements in and about the 
Grand Central Terminal will total for 1918 
$1,100,000, including $500,000 for a boiler plant 
and substation under Forty-third street. The 
budget is divided as follows: For additions 
and betterments, $32,428,693; for equipment, 

.394; for extensions, $75,000. The au- 
thorized expenditures for roadway and facili- 
ties are divided: Buffalo and east, $22,847,- 
493; west of Buffalo, $9,656,200. 


NEW YORK, NEW HAVEN & HART- 
FORD—Advance of $24,000,000 by R. R. 
Administration Under Negotiation—No 
definite understanding has as yet been 
reached between New Haven officials and the 
railroad administration relative to the $24,- 
000,000 to be advanced by the government. 


Construction already under way will require 
$14,000,000 in 1918. This will be spread over 
the whole system and includes new sidings, 
heavy rails, new ballasting of road bed and 
enlargement of the freight terminal at New 
Haven, together with the completion of the 
Thames river bridge. The company is to 
place orders for 1,500 coal cars, 100 cabooses, 
50 more refrigerator cars, making 100 in all, 
and 10 more of the Mohawk type locomotive. 


NORFOLK SOUTHERN—Seeks New 
Rates—Application has been made to Com- 
merce Commission to cancel one-way party 
rate of $9.90 per person for parties of five 
or more from Pinehurst, N. C., to New York 
City, and to apply a rate of $12.79 per person 
for parties of 10 or more. It also asked 
for cancellation of one-way fare of $3.90 
from Pinehurst to Norfolk and Portsmouth, 
Va., and $11 to Boston and Providence, sub- 
stituting $5.80 to Norfolk and Providence; 
$14.75 to Boston and $14.25 to Providence. 


SEABOARD AIR LINE—Report—Its 
net income was nearly cut in half last year 
owing to an increase of $169,562 in taxes, a 
decrease of $69,056 in other income, an in- 
crease of $261,362 in hire of equipment debit 
and an advance in other charges of $147,632. 
Net amounted to $720,641 in 1917 compared 
with $1,389,808 in 1916. It was equal to $3 
a share on the 4% preferred after an allow- 
ance of $2,238 for dividends on the 6% pre- 
ferred. In 1916 the full dividend on both 
classes of preferred was earned with a bal- 
ance of $1.17 a share for common. The net 
income increased the final profit and loss sur- 
plus from $5,795,654 to $6,343,050. The oper- 
ating revenue exceeded $30,000,000 for the 
first time, but operating expenses increased 
$4,185,271 against the $4,160,659 expansion in 
gross. 


SOUTHERN RAILWA Y—Improve- 
ments—The company will build a 100-acre 
train yard at Caswell station, near Knoxville, 
at a cost of not less than $300,000. Its ca- 
pacity will be 3,000 cars. Twenty-two miles 
of track will be constructed. A double-track 
in Nashville, N. C., is also contemplated. 


WESTERN MARYLAND — Increased 
Operating Expenses—Road’s operating rev- 
enues for the year were $13,638,449 as com- 
pared with $11,967,981 in 1916, but increase 
in operating expenses was considerably 
larger, disbursements for rail operations for 
1917 totaling $9,561,315 as against $7,516,221 
the previous year. Other increases in dis- 
bursements brought the total operating in- 
come for 1917 down to $3,552,617, as com- 
pared with $4,046,530 during the year before. 


WISCONSIN & NORTHERN—Pro- 
posed Extension—Subject to the permission 
of the Director-General of Railroads, this 
company will construct a 14-mile extension 
from Black Creek, Wis., to Appleton. Resi- 
dents of Appleton have subscribed to an issue 
of $200,000 of the company’s 6% notes, as re- 
quired in order to bring about the extension. 
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ALLIS-CHALMERS—Big Improvement 
in Earnings—Net of $300,000 after allow- 
ances for taxes, in January expanded to over 
$600,000 in March with prospects of further 
improvement. Shipments during May will 
run about $2,500,000 or at the rate of $30,- 
000,000 a year, against $26,000,000 in 1917. 


AMERICAN CAR AND FOUNDRY— 
Record Earnings—Report for fiscal year 
ended April 30, 1918, should show biggest 
earnings for any 12 months’ period in 
its history. Earnings in the 1916-17 year 
totaled $8,210,872, equal to 27.37% on the 
common stock. Working capital amounted 
to $26,559,182 and was probably increased 
to around $29,000,000 on April 30 last. This 
would be equal to about $49 a share. 


AMERICAN COTTON OIL—Expected 
to Earn 12%—Despite excess profits tax it is 
believed that the balance available for the 
common, after interest charges, taxes and 
preferred dividends will be three times those 
of the preceding year when the company 
showed share profits of $4.56. This is based 
on actual results for the first seven months 
of the fiscal year with the returns for April 
estimated. 

AMERICAN LOCOMOTIVE—N ew 
Contract—Government order for 700 loco- 
motives arrived in the nick of time as for- 
ward business was being worked off at a 
rate, which in a few weeks would have 
forced drastic curtailment of manufacturing 
operations and the consequent disruption of 
the working organization through the loss 
of skilled mechanics. The contract adds 
practically $40,000,000 business, pushing unfilled 
orders to $60,000,000 mark, since the first 
of the year of between $10,000,000 and $15,- 
000,000. 


AMERICAN SUGAR REFINING—May 
Be Allowed Increase in Refining Margin— 
Aside from the plausible one that sugar 
stocks as a group have been rather con- 
spicuous market laggards, there is probably 
another reason for the strength in American 
Sugar. There is a probability that the gov- 
ernment may soon allow the sugar refiners 
an increase in the refining margin. Under 
the agreement of last year the “operating 
difference to cover all refining costs and ex- 
penses, loss in conversion of the raw prod- 
uct, and profits, is limited to one and three- 
tenths cents a pound over the approximate 
average cost of raw sugar. Refiners estimate 
that since this margin was fixed refining costs 
have increased about % cent per pound. 
Last year the company sold about 6,500,000 
barrels of sugar (350 pounds to a barrel) on 
which volume 1/8 of a cent per pound 
would amount to nearly $3,000,000, or al- 
most enough to pay the common dividend. 


AMERICAN WOOLEN—Has Unfilled 
Orders of $90,000,000—Production has been 
steadily increased this year, yet orders to- 
day are $10,000,000 greater than Jan. 1. Total 


is now in excess of $90,000,000. Govern- 
ment orders are for an immense yardage of 
suitings, shirtings, blankets and overcoat- 
ings. Various army orders call for delivery 
beyond the first of the year, but the bulk of the 
business calls for delivery before November. 
Before 1914 it was a good year that showed 
$1 of sales for every dollar of capitalization. 
Now it produces $2.50 gross for every $1 
of invested capital. All of the 50 odd mills 
are now working at the greatest possible 
capacity. 


BALDWIN LOCOMOTIVE—M a n u - 
facturing Profit—Spring records have been 
surpassing all records. April net was in 
excess of $1,500,000 and May will run up to 
$2,000,000. It is definitely assured of profits 
of at least $5,000,000 for its second quarter. 
These earnings are subject to year-end ad- 
justments and charge offs. 


CUBA CANE SUGAR—Passes 3,000,000- 
Bag Mark—Production has passed the 3,- 
000,000-bag mark. This is within 262,000 
bags of entire output for the 1916-17 season. 
Some of the larger mills have still a good 
deal of cane to grind, so that a material gain 
in production over last year is assured. The 
insurrection on the island and a lower su- 
crose content of the cane, reduced profits 
last year, the latter representing about 
$500,000 of additional profits which the com- 
pany would have received had the sucrose 
content been equal to that of the previous 
year. 

DISTILLERS SECURITIES—Has 
Equity of $10,000,000 in Its Whiskey—Quo- 
tation on the whiskey market is $3.20 bid, 
$4 asked. It is understood that it has on 
hand approximately 5,000,000 gallons, which 
stand on its books at cost. Its equity in 
this constantly appreciating inventory is 
close to $10,000,060. Its immense alcohol 
business, as long as the war lasts, will tax 
to the limit its productive capacity of 7,500,- 
000 gallons a month. 


INTERNATIONAL MERCANTILE 
MARINE-—Sale of British Tonnage—Sev- 
eral weeks ago plans were under active con- 
sideration for the sale of this property, but 
obstacles developed which prevented their 
being carried out along the lines originally 
intended and for the time being the matter 
was permitted to rest in abeyance. The 
negotiations were never permanently 
abandoned, and from time to time views be- 
tween the negotiating interests have been 
exchanged by cable. Recently a meeting 
of the board was held for the purpose of 
formulating a reply to a cable from the 
other side. It is understood that another 
meeting will be held, but just what will 
take place at that time cannot now be ac- 
curately stated. 

PIERCE-ARROW—Earnings—Allowing 
for depreciation in plant and war taxes, net 
profits for the three months ended March 
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31 amounted to $1,231,867. Of this amount 
$512,500 was paid out during the period in 
dividends on both classes of stock. This 
rate of net is not expected to continue dur- 
ing the entire year. Satisfied if the final 
accounting for the twelve months shows 
earnings up to those of 1917 when the 
amount applicable to dividends amounted 
to $3,598,748. The company figures on the 
manufacture of 1,500 passenger cars this 
year, as compared with 2,600 in 1917. This 
means a reduction in passenger-car output 
of 40%. The truck output of 5,000 will be 
about the same as in 1917. 


SLOSS-SHEFFIELD STEEL—Earn- 
ings—In 1917 were 15.78% on its common, 
which would fully have justified the con- 
tinuation of dividends throughout. It was 
decided in the second quarter that no further 
distributions should be made until after a 
careful appraisal of the properties. This 
was carried out and the appraisers’ report 
showed that the properties had been carried 
on the books at a conservative valuation. 
This fact, together with the year’s earnings, 
it is considered warrants the repayment of 
the passed dividends. Earnings for the first 
quarter of the current year were over $1,- 
250,000 or at the rate of $45.28 annually on 
the common stock after preferred dividends. 


SOUTH PORTO RICO SUGAR—To 
Vote on Stock Increase—Shareholders will 
vote June 4, 1918 on eo the author- 


ized capital stock, from $10,000,000 to $11,- 
000,000, consisting of 110,000 shares, par 
$100, of which $5,000,000 shall be 8% cumula- 
tive preferred stock and $6,000,000 common. 
Good progress is being made with the erec- 
tion of the sugar factory at La Romana, 
Santo Domingo, and other improvements 
and the planting of new cane fields. The 
cane grown during the current crop will be 
approximately 200,000 tons, all of which 
is being shipped to its Guanica factory. 
The increased plantings at La Romana are 
expected to provide upwards of 300,000 tons 
of cane for the crop of 1918-19. 


UNITED ALLOY STEEL—First Quar- 
ter’s Gross—Plants with a capacity of 60,- 
000 tons of ingots a month, were operated 
at 95% of capacity in April and are running 
at the same rate during the current month. 
Allowing for repairs which are constantly 
necessary at steel plants, this can be con- 
sidered 100% production. For the first three 
months gross earnings were larger than 
those for the first quarter of 1917. After 
allowing for excess profits taxes, net earn- 
ings in the first quarter were as good as 
those for the corresponding period of 1917. 
About 50% of its production is for the 
United States Government and the Allies. 
This percentage of war work is further in- 
creased by orders from manufacturers with 
Government orders. 


UNITED FRUIT—To Cut Down Note 


Indebtedness—On June 1 with a payment of 
$160,000 it will clean up last of its 5% serial 
debentures maturing on that date. On July 
1 it will redeem $825,000 of its 1923-1925 
4%4% debentures. All this is on top of a 
payment of $10,000,000 in liquidation of its 
5% notes on May 1. In addition its English 
subsidiary, Elder & Fyffes, will probably 
anticipate during the summer a substantial 
part of its $1,250,000 bonded indebtedness. 
The company will by end of its fiscal year 
have reduced its bonded indebtedness to 
approximately $5,500,000. United Fruit’s 
sugar crop is coming along nicely. It is 
about 60% made and 40% shipped and if 
bottoms can be had all will be well. 


U. S. RUBBER—Production—Morgan & 
Wright plant is 300,000 tires behind orders 
Capacity is about 12,000°tires daily, but be- 
cause of labor shortage the present output 
is slightly under 10,000 tires. Earnings of 
Morgan & Wright Co. for the first three 
months of 1918 were over 100% ahead of 
the corresponding period a year ago. Its 
plants in Indianapolis, Hartford, Conn., and 
Providence, R. I., are turning out more than 
16,000 automobile tires a day. As far as 
supplies of crude rubber are concerned, 
Morgan & Wright has about three months’ 
supply on hand and considerably more on 
the road. 


WHITE MOTOR—Turns 70% to War 
Work—Over 70% of its capacity has been 
given over.to war work, which consists of 
the manufacture of army trucks. At least 
90% of the 30% remaining is being used in 
the manufacture of trucks to be used in- 
directly by private purchasers for war work 
In 1917 the company manufactured about 
5,900 trucks and 1,000 passenger cars. Its 
output of passenger cars in the present year 
will be negligible and may not run in excess 
of 100 cars, but its truck business is running 
60% ahead of last year’s production, which 
indicates that more than 10,000 trucks will 
be manufactured and sold during 1918. The 
capacity is 32 trucks a day. A new plant 
is being built that will bring capacity up to 
50 a day. ~ 


WILLYS-OVERLAND—G overn- 
ment Orders Close to $40,000,000—In the 
four months ended May 1, 35,000 passen- 
ger cars were manufactured, an annual rate 
of more than 100,000 cars. In the same 
period in 1917, production exceeded 50,000 
cars and for the year approximated 140,000 
Quantity production of Model 4, with 
which Willys expects to offer real compe- 
tition to Ford, will get under way by Sept. ! 
Close to $40,000,000 in war orders have been 
received. Deliveries already made on thes 
orders are not over $5,000,000. The price pa 
for government work is satisfactory to the 
company. About 50% of Willys-Overland 
capacity is now given over to government 
work. 
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Will B. R. T. “Come Back?” 


A Searching Analysis of Its Traffic and Earnings—Char- 
acter of Its Contract with New York City—Question of 
a Charge for Transfers—Will the Government 
Come to the Rescue? 





By J. H. WESTCOTT, JR. 





ME investors seem to have 

the idea that Brooklyn Rapid 

Transit’s contract with New York 

City practically assures 6% divi- 
dends on the stock, in spite of the fact that 
so far in 1918 dividend action has been 
“deferred.” That is not true. It would 
be nearly true if the contract with the city 
was based on the earnings of the entire sys- 
tem, but the contract covers only the ele- 
vated roads. 

The importance of this fact is seen when 
it is remembered that in 1912, when the 
company’s elevated lines were combined 
into the “N. Y. Consolidated R. R. Co.,” 
those lines furnished less than 39 per cent 
of B. R. T.’s total earnings. With the re- 





elevated lines from the surface lines, for 
which the city did not wish to take any 
responsibility. 

More subways and elevated lines were 
urgently needed. But private capital 
shrank from the tremendous undertaking, 
especially under the legislative restrictions 
which were imposed. On the other hand, 
it would have been poor’economy for the 
city to construct a separate system. The 
needs of the public demanded unified oper- 
ation and the avoidance of duplications. 
The solution was finally reached in the 
dual subway system which is now under 
construction, and separate contracts were 
made with the Interboro and the B. R. T. 

The city agreed to spend about $119,- 








TABLE I—B. R. T. REVENUES TO DECEMBER 31, 1917. 


Gross Rev. 
August 4, 1913 to 
June 30, 1914 
Year ended June 
8,560,556 
9,903,520 
11,371,282 


6,340,886 


Six Months ended 
Dee. 31, 1917 


Net. 
$2,975,759 
3,265,275 
3,924,467 
4,358,451 


2,472,156 


Co.’s Deductions Co.'s Deficit City’s Deficit 
$3,195,446 $310,060 
404,661 
604,006 
2,238,516 
1,390,000 


$219,687 
325,725 
241,491 
250,371 


110,945 


3,591,000 
4,165,959 
4,608,822 


2,583,101 





$44,007,235 


$16,996,109 








$18,144,330 $1,148,221 $4,947,244 








maining 61 per cent of the earnings the 
contract with the city had nothing at all 
te do. 
Company’s Contract with N. Y. City 
Brooklyn Rapid Transit owns nearly all 
the stock of the N. Y. Consolidated R.R. 
Co. above mentioned. The necessity for 
the creation of the new sub-company arose 
from the entrancé of the city into a sort 
of partnership with B. R. T. in the exten- 
sion of its elevated and subway system. It 
was therefore necessary to segregate the 
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000,000, including interest, for new con- 
struction, and B. R. T. was to contribute 
its existing elevated lines and equipment 
and also to spend an additional amount then 
estimated at $65,000,000. As a matter of 
fact, before the work is completed the city 
will probably have to spend at least $150,- 
000,000 and the company will have to 
contribute somewhat more than the original 
estimate. 


To assure the B. R. T. stockholders of 
a fair deal, it was provided that the com- 
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pany should receive (after , taxes 
and depreciation) $3,500,000 annually as 
a preferential payment. Out of this the 
interest on capital invested prior to the 
contract has to be paid, and the remainder 
can be used towards B. R. T.’s dividends. 
Then there is to be a second preferential 
payment to the company equal to 6 per 
cent on its mew investment of capital up 
to the time when all the tunnels are ready 
for operation; and after that time 6 per 
cent plus a 1 per cent sinking fund. Next, 
1 per cent yearly is to be set aside for a 
contingent reserve; and after that what- 
ever remains is to be divided equally be- 
tween B. R. T. and the city. 

It will be seen, therefore, that the com- 
pany is practically assured of a 6 per cent 
return on its investment in elevated and 
subway lines and their equipment, but not 
upon its total outstanding stock. That will 
depend on results from the surface lines. 
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Incidentally, the new lines constructed 
by the city are owned by the city and leased 
to B. R. T. until 1966, but with a pro- 
vision under which the lease may be ended 
Jan. 1, 1927, or thereafter. At present it 
looks very doubtful whether. the city will 
be in a position to take over the operation 
of the lines at that date. 


Increased Subway Traffic 


About 100 miles of track have been put 
into temporary operation. But prior to 
January 5, 1918, when the Broadway Sub- 





way was opened, they mefely afforded new 
facilities for existing traffic. The local 
traffic of the Broadway Subway constitutes 
the first new business of the system. 

A comparison of revenues and deficits 
of the N. Y. Consolidated R.R. Company 
is contained in Table 1. 

The deductions have grown because of 
interest on invested capital. The company’s 
deficit averaged about $260,000 a year 
while the City’s deficit increased from 
$310,060 on June 30, 1914, to $2,238,516 
for 1917. The City had expended $54,- 
000,000 to March, 1918 and the Company 
$30,000,000. 


Deficits from Operation 


On December 31, 1917, the Consolidated 
Company’s total deficit was $1,148,221.42 
but, according to the Public Service Com- 
mission, this is subject to a reduction of 
$750,000 for certain revenues excluded 
from the published reports or a net deficit 
of $398,221.42. Although this deficit will 
be made good from future operating earn- 
ings it has already been absorbed by the 
Company as it accrued. 

The City’s deficit to Dec. 31, 1917, was 
$4,947,244, which will be added to the 
capital account, upon which interest must 
be paid before the final surplus is divided. 
It may reach $7,000,000 before permanent 
operation begins. 

The results to January 1, 1918, were 
from a very incomplete system, with the 
least productive lines in operation. 

Since that date, passenger traffic originat- 
ing at stations on “the City-owned lines” 
has shown a substantial increase, as out- 
lined in Table II. The total was 27,- 
860,321 fares for the first quarter of 1918 
as against 20,602,821 for the same period 
of 1917. 

On Company-owned lines there was a 
slight decrease, due perhaps to some diver- 
sion of passengers to new lines. This diver- 
sion of traffic affects the surface lines con- 
siderably. In the last six months of 1917, 
for example, passengers on the elevated 
lines of the company increased 11 per cent., 
but on the surface lines decreased 1% per 
cent. 

Operating expenses have of course in- 
creased, as they have for all companies. 
Taxes, rentals and interest also rose in 
1917. The final result was a small falling 
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off in net income, reducing the per cent 
for the stock from 7.54 per cent in 1916 
to 6.97 per cent in 1917. 


How Can the Notes Be Met? 


The B. R. T. Co. has $57,735,000 of 
its 5 per cent notes coming due on July 
1, 1918. It has applied to the War Finance 
Corporation for assistance, but has asked 
for considerably less than the amount of the 
notes. In order to aid in financing these 
notes, the stockholders authorized the ex- 
ecution of a new mortgage on May 23, 1918, 
and the issue of bonds aggregating $150,- 
000,000 to take the place of the first re- 
funding gold mortgage bonds, dated July 
1, 1902. The rate of interest is to be fixed 
by the Directors. 

There are outstanding only $3,459,000 
of the 4 per cent bonds. There were. $55,- 
705,000 issued but $29,619,000 have been 
converted into stock. The others are de- 
posited as collateral or owned by the Com- 
pany or its subsidiaries. 

As the 5 per cent notes were issued for 
subway and elevated construction, the 
Company would not have been in its pres- 











TABLE II—DAILY AVERAGE OF PASSEN- 
GERS CARRIED IN FIRST QUARTER 
OF 1918. 


Company-owned 
Lines. 
1918 
349,768 
358,475 
372,703 


City-owned 
Lines. 
1918 
284,791 
313,857 
330,445 


1917 
226,059 
224,356 
235,901 


1917 
January ....362,098 
February ...357,897 
March .....372,453 





First 


Quarter...364,658 360,371 


228,920 309,559 








ent financial difficulty had it not been for 
such work.’ It is doing a business necessary 
for*the successful prosecution of the war, 
and it Would seem equitable for the War 
Finance Corporation to render some aid. 
It is probable that substantial help will be 
given in some way. 


Transfer.Charge Application Denied 


Sine time ago, application was made to 
the Public Service Commission for permis- 
sion’ to charge 2c for transfers in order to 
offset increased operating expenses. The 


Commission was advised by its chief counsel 
that such a charge would be an indirect way 
of increasing fares. 

The New York Court of Appeals de- 
livered the death blow to this application 
in its decision in the Rochester Fare case 
in April of this year. 

There remains the hope that the City 
might consent to increased fares or some 
modification of the transfer privilege. It 
is also possible that some joint rate in ex- 
cess of Sc may be established between the 
subsidiary companies which are under no 
obligation to exchange transfers by fran- 
chises, common use of tracks or similar 
necessities. 


Prospect for the Stock 


From 1898 to 1917 the high was 137 in 
1899 and the low was 2634 in 1907. The 
high in 1917 was 82 in January and the 
low 36 in December. The stock suffered 
from doubt as to the ability of the Company 
to carry the load of the new subway lines, 
to pay its notes on July 1, 1918 and from 
the present high yield basis of dividend 
paying stocks. The sale of a portion of 
the Foss holdings also affected the market 
action. The range since January 1, 1917 
is indicated in the graph. The technical 
position of the stock has been improved by 
the liquidation and severe decline of last 
year. 

B. R. T. stock at 80 and B. R. T. at 44 
are entirely different propositions. The 
Company had a surplus of $11,967,273 on 
June 30, 1917. Its earnings averaged 7 
per cent for the last nine years. It earned 
6.97 per cent for the fiscal year ended June 
30, 1917, when the subway contracts were 
burdensome. Earnings for the fiscal year 
ending June 30, 1918 will approximate 6.1 
per cent if the present volume of business is 
maintained. They have been somewhat 
affected by the troubles under which public 
utilities have been suffering for the past 
year, but not to the same extent as most 
other utilities. The prospects are good for 
a material increase over a period of years 
following the completion of the subway. 

At its present price the stock offers possi- 
bilities for the long pull. Even should its 
dividends be reduced or passed for a short 
period, the prospects seem good enough to 
warrant a speculative investment of some 
part of funds employed for that purpose. 











Detroit Edison’s Fine Record 
Sources of Revenue—Intrinsic Values—Outlook 
for Securities 





By MEREDITH C. LAFFEY 





N the field of public utilities, there 

are very few large companies 

which can present so excellent a 

: record of growth and of sound fi- 

nancial progress as the Detroit Edison Com- 

pany. It is the bright shining light among 

the subsidiaries of the North American 

Company, an important public utility hold- 
ing corporation. 

The Detroit Edison began business in 
1903, and is a combination of several con- 
cerns doing an electric business in and 
around Detroit, where it enjoys a monopoly. 
The territory served is roughly 85 by 40 
miles in extent and embraces five cities, 
among them Mount Clemens and Ann Ar- 
bor, as well as nearly a hundred smaller 
places the aggregate population being about 
900,000. 

The great bulk of the earnings are de- 
rived from sales of electricity to private 
consumers,—81.3% in 1917. The prin- 
cipal other source of revenue is the sale of 
steam in Detroit—7.1%. In addition, the 
Company sells current to municipalities, to 
interurban railways (Detroit United), to 
the Consumers Power Company at Pontiac, 
and to the Michigan Central Railroad for 
the operation of the Detroit River Tunnel. 
Of the total revenue from all sources, near- 
ly nine-tenths is received from the Detroit 
metropolitan district. In fact, the com- 
pany has shown a reluctance to make any 
further extensions of its lines and doubtless 
feels that keeping pace with the needs of the 
territory already covered is task enough for 
any public utility. 

Rapid Growth 

The growth of the company has been 
altogether exceptional, a circumstance which 
is explained by the tremendous yet sub- 
stantial progress of the City of Detroit, 
with its scores of automobile manufactur- 
ers, parts makers, and other industries. 
These industries, with their demands for 
power, and the thousands of homes peopled 
by citizens of more than average American 
prosperity furnish an ideal field for the sale 
of electricity. The company has contributed 


to this industrial prosperity by the sale of 
wholesale power at low rates. The average 
rate received for current has steadily de- 
clined, notwithstanding that production 
costs could not be reduced proportionately, 
as shown in Table I. 

The decline in the profit per unit of 
power sold has been more than made up by 
gains in the amount of business done per 
dollar of investment. 

In order to provide adequate service in 
response to the rapidly growing demand, 
plant facilities have had to be expanded 
constantly. For example, in 1912 the com- 
pany produced about 206,000,000 kilowatts. 
In 1917, only five years later, the produc- 
tion was 672,000,000 kilowatts, or consid- 
erably over a threefold increase. This is 
indeed a most exceptional record. 

The plant investment was carried at $21,- 
048,794 in 1911. By 1915 it had reached 
$36,966,830. In 1916 the company put 
$5,350,317 into additions and extensions, 
and last year, $8,069,496 more was ex- 
pended. An even greater amount of work 
would have been done in 1917 but that 
the war made it necessary to defer a part. 








TABLE I—GROSS AND NET REVENUE PER 
KILOWATT HOUR (CENTS) 

1912 1913 1914 1915 1916 1917 

Gross Rev. 2.125 1.963 2.070 1.974 1.841 1.837 

Net “ 901 .787 899 903 837 672 








The aggregate capacity is about 200,000 
kilowatts. The principal plant is at Con- 
nors Creek, where there are four units and 
provisions for a fifth, The third and 
fourth units, of 20,000 and 45,000 kilo- 
watts capacity respectively, have been in- 
stalled within the last two years. This 
makes the equipment delivering one third of 
the generating capacity practically new. At 
Delray, in Detroit; there are two plants 
with a capacity together of 93,000 kilo- 
watts. In addition to the foregoing steam 
plants, there are 4,275 kilowatts of hydro- 
electric power. For physical excellence and 
efficiency of operation, the property ranks 
very high. 
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Appraised Value 

An appraisal of the property was made 
by the Michigan Railroad Commission, 
which established a valuation as of June 
30, 1915, of $35,087,478, or 90% of its 
reproduction value. This figure agreed to 
within one third of one per cent. of the 
company’s book value, a most unusual 
agreement and indicative of the thorough 
honesty which the company has observed 
in its book keeping. Against the assets 
which, as previously stated, reached $50,- 
386,643, exclusive of net working capital, 
investments, etc., on December 31, 1917, 
we find a capitalization of 


Funded Debt 
Capital Stock 


$48,916,500 


The entire capitalization is, therefore, 
backed by proven tangible assets. It is, 
moreover, well balanced, with stock slightly 
in excess of bonds and no preferred stock. 

This healthy condition is particularly 
creditable in view of the fact that further 


of $3,800,000 bearing a 7% rate and con- 
vertible at 100 was recently offered. 

The recent earning power of the com- 
pany is set forth in Table IT. 

The upward trend of gross revenues has 
been unbroken for many years, and the only 
recent setback in the net revenue is that of 
1917 when only a slight decrease resulted 
from the extraordinarily difficult conditions 
encountered. From 1909 to 1916 inclusive, 
operating expenses ranged between 59.85% 
and 54.27% of gross earnings. In 1917 
they jumped to 63.79%, but the gain in 
gross offset most of the increase in ex- 
penses. Liberal charges for depreciation 
have been made, their adequacy being 
shown by the Michigan State appraisal. 


Outlook for the Securities 


From 1908 to 1917, gross earnings in- 
creased nearly seven fold; net earnings in 
about the same proportion. 

Interest charges only doubled, however, 
so that the bonds have steadily improved 
their position. The First 5s of 1933, and 
the Eastern Michigan Edison 5s of 1931 








TABLE II—INCOME ACCOUNT 


1914 
Operating Revenues 
Expenses 


Net Revenue 
Depreciation 
Interest 


Balance for Stock 
Dividends 


Surplus 
Per Cent Earned on Stock 
Per Cent Paid on Stock 


* After allowing $107,463 for Federal taxes. 


$6,495,815 
3,674,751 


1915 
$7,759,932 
4,211,219 
$3,548,713 
600,000 
1,100,055 


$1,848,658 
1,214,518 


1916 
$10,066,786 
5,489,093 


$4,577,693 
782,000 
1,078,280 


$2,717,413 
1,487,721 


$1,229,692 
14.61 
8.00 








$634,140 
13.70 
7.00 








funds have been almost constantly needed 
for additions. To some extent, additional 
stock has been offered to stockholders on 
advantageous terms. Financing has also 
been done by means of convertible bonds, 
which were actually converted to a greater 
extent, proportionately, than has been the 
case with any public utility of importance 
in the country, so far as I can recall. Up 
to the end of 1917, $9,000,000 in con- 
vertible bonds had been placed, of which 
$8,782,600 were converted. Another issue 


rank among the best underlying public util- 
ity bonds, and the Refunding 5s of 1940 
are also a thoroughly sound security. 

The stock began dividends at a 2% rate 
in 1909. In the following year, 5% was 
paid, then 7% from 1911 to 1915 inclusive, 
and 8% since. The present rate seems 
well assured, barring further severe ad- 
vances in operating costs. In this connec- 
tion, it is of interest to note that the oper- 
ating figures for the four months ended 
April 30 held up fairly well to those of last 
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year and show the full dividend being 
earned. 

The stock sells above par, and has had 
comparatively little market variation. The 
following table gives the range in price for 
the last four years: 


Low 
112% 
111% 
131 


112% 
104 bid, 105 asked 
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At the current quotation, this stock would 
seem an attractive permanent investment, in 
view of the established value of the tangible 
assets behind it, and the steadily growing 
earning power of the company. Its im- 
mediate future is bound up with the trend 
of operating costs, and any possible rate 
action which may have to be taken if the 
rise in expenses is not checked. It has 
little or no speculative attraction, but its 
sound investment value is unquestionable. 








Public Utility Notes 


These notes are a record of recent price-affecting FACTORS, and are not to be regarded 
as RECOMMENDATIONS to purchase or sell. 





BOSTON ELEVATED—To Change 
Hands—Control will be placed in the hands 
of a board of five trustees to be appointed 
by the Governor according to a bill passed 
by the State Senate. Under its terms the 
period of public control is to be ten years 
and the trustees are to have full power to 
fix fares and extent of service without any 
control or supervision from regulatory 
bodies. The road shall raise $3,000,000. If 
$5 per share dividends during the first two 
years, $5.50, the second two years and $6 the 
remaining six are not earned, fares are to be 
raised to one of four fixed scales above the 
first rate established. If they are earned 
the excess shall be transferred to the re- 
serve fund. 


BOSTON ELECTRIC—To Vote on Pre- 
ferred Stock Issue—Directors met May 24, 
and called a meeting of stockholders to be 
held in Tremont Temple, June 3, at noon, 
to take such action as the stockholders deem 
advisable with reference to the acceptance 
of the act to provide for the public operation 
of the Boston Elevated Ry. Co. and to take 
such action as they deem advisable with 
reference to authorizing the issue of $3,000,- 
000 par value of preferred stock for the 
purposes specified in the act. 


COMMONWEALTH POWER, RAIL- 
WAY & LIGHT—Gets Hearing—War 
Finance Corp. gave a hearing Friday to the 
corporation which operates interurban rail- 
ways, street railways, gas, electric and 
hydro-electric properties in the Middle 
West. The company has applied for an 
advance of funds under the War Finance 
Corp. Act, to take up existing obligations. 
The matter was taken under consideration 
by the corporation. 

DUQUESNE LIGHT—To Vote on §25,- 
000,000 Bond Issue—Stockholders will meet 
July 29 to authorize the issuance of $25,- 
000,000 25-year 6% bonds, to be secured by 
a mortgage on all the property and fran- 


chises of the company of which $15,000,000 
will be used as collateral to secure the pro- 
posed issue of $12,000,000 three-year 6% 


notes. 


NEW YORK RAILWAYS—Court De- 
cision Favors Bonds—Decision of the Court 
of Appeals in favor of the company in its 
case against the Public Service Commission 
of the first district has important bearing 
on income bonds of local traction compan- 
ies. In 1912 the Commission required the 
company, before paying interest on its in- 
come bonds, to expend each month be- 
ginning Jan. 1, 1912, for maintenance during 
the month 20% of its gross operating 
revenue and, if this amount was not ex- 
pended within the month to credit the un- 
expended portion thereof to an account 
called “Accrued Amortization of Capital.” 
Suit was brought to test the power of the 
commission. As of June 30, 1917, the de- 
preciation or accrued amortization of 
capital amounted to $3,127,258 equivalent to 
10.20% on the outstanding adjustment in- 
come bonds. 


OHIO CITIES GAS—Report—F or 
fiscal year ended March 31, 1918, the con- 
solidated surplus income was $10,328,491 
after charges. Gross earnings amounted to 
$39,929,134, while net after expenses and 
taxes was $14,787,876. Dividend disburse- 
ments amounted to $6,902,872 leaving $3,- 
425,618 carried to surplus. 


_ PEOPLES GAS—May Close Down—Re- 
lief through increase of rates must come 
by August 1 or the company will be forced 
to apply to Federal Courts for relief, was 
the statement made by Samuel Insull, 
chairman of the board, at a hearing before 
the State Public Utilities Commission on 
petition of the company for permission to 
increase its gas rates 30%. He quoted 
figures showing a decrease in earnings due 
to the advance in cost of materials and 
labor, and said the cash working fund had 
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been reduced from $3,000,000 to approxi- 
mately $600,000 by the middle of April this 
year when $1,000,000 had to be borrowed 
from the Chicago banks with which to pay 
its taxes. 


PITTSBURGH RAILWAYS — Fare 


Schedule—Effective June 20, receiver for 
the company issued a new list of fares. A 
five-cent zone has been established covering 
a ride of two miles from the center of the 
city. The car line has been divided into 
six groups, and in the majority of cases the 
fare is 7 cents. The six-cent fare has been 
abolished in Pittsburgh, but not in muni- 
cipalities surrounding the city. Transfers 
for a ride beyond the five-cent limit will 
cost two cents. Under the ruling of the 
Public Service Commission, the company 
must give thirty days’ notice before fares 
can be advanced. Conductors and motor- 
men were given an increase in wages re- 
cently. 


QUEENSBOROUGH GAS & ELEC- 
TRIC—Seeks Increased Rates—Tariff 
sheets announcing proposed advances in 
maximum rates to be effective June 1, next 
increasing the rate for electricity from 12c 
to 15c. per kilowatt hour and for gas from 
$1.15 to $1.40 per thousand cubic feet have 
been filed with the Public Service Commis- 
sion. It is expected that the commission 
will begin mandamus or injunction proceed- 


ings to prevent the raising of rates. The 
power of the commissions as to fixing the 
rates for gas and electricity ‘is inadequate 
and a bill to increase their powers failed in 
the last legislation. It is held that, inas- 
much as the commission for the first district 
in 1911 made an order fixing such maximum 
rates which the company accepted, that it 
is now obligated to obey such order unless 
it should be modified. 


TOLEDO RAILWAYS & LIGHT— 
Fares Increased—On and after midnight 
May 9, the following rates of fare were in- 
stituted. Cash fare, 5 cents; children under 
8, 1 cent, and children in arms free. Trans- 
fers will be given out for 1 cent. Rates pre- 
viously were six tickets for 25 cents and 
free transfers. Carmen last week voted not 
to strike and to accept a wage increase of 
6 cents per hour instead of the 10 cents 
originally demanded. 


WESTERN UNION TELEGRAPH— 
Wins Ticker Suit—Western Union is not 
to be compelled to furnish a client with a 
ticker service as ordered to do by the 
Public Service Commission of Massachu- 
setts, the Supreme Court of the United 
States declared May 20. The court over- 
ruled the opinion of the Supreme Court of 
Massachusetts, which had ordered service 
to be furnished to C. H. Foster, et al. in 
Boston. 








Mr. Billings and the Turk 


C. K. G. Billings, capitalist, formerly of Chicago, came very nearly lending 
$5,000,000 to Turkey in 1914, which in the opinion of ex-Ambasssador Mor- 
genthau, as expressed in the World's Work, would have helped save it from the 
clutches of Germany. Just before the war the Turkish treasury found itself 
depleted. The men in control were not anxious to borrow from any European 
nations, most of whom were suspected of ambitions not acceptable to Turkey. 
In December, 1913, Mr. Morgenthau was sounded by Turkish officials on an 
American loan. He was told that if he could get $5,000,000 that would satisfy 
them. At Mr. Morgenthau’s suggestion, Mr. Billings came to Constantinople to 
discuss a small short-time collateral loan. Wangenheim, the German ambas- 
sador, displayed an almost hysterical interest in Mr. Billings’ visit. The latter 
indicated a willingness to advance Turkey the money required. A dinner was 
arranged in his honor by Turkish officials. But just before it took place Talaat 
informed Mr. Morgenthau and Mr. Billings that French bankers had accepted 
their terms that very day. He was exceedingly grateful to Mr. Billings. Mr. 
Morgenthau adds: “I am convinced that Talaat did not regard this Billings 
episode as closed. Even after Turkey had broken with France and England, and 
was depending on Germany for money, his mind still reverted to Mr. Billings’ 

visit; perhaps he was thinking of our country as a financial haven of rest after 
he red pe rried out his plan of expelling the Germans.” 
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MINING AND OIL 











Kennecott’s Buried Earnings 


What an Analysis of Its Last Report Reveals—Significance 
of Braden Development—The Mother Lode 
Acquisition—The Future Kennecott 





By H. A. BOYLAN 





E simple character of the copper 
industry—its processes, product 

and terms of settlement—reflects 

itself in the annual reports of the 
larger companies which have ordinarily pre- 
sented a complete and readily understand- 
able statement of the year’s operations. But 
Kennecott’s recently published income ac- 
count for 1917 may almost be said to con- 
ceal more than it discloses. Through the 
published summaries to the effect that Ken- 
necott earned only $4.14 per share in 1917, 
the investor may be misled into believing 
that last year was a relatively unsuccessful 
one. Such is by no means the case, as we 
shall attempt to prove by a more detailed 
analysis of the annual report. 

The accepted figure of $11,545,000, or 
$4.14 per share, is much below the real 
earnings—for three reasons: 

I. It includes an arbitrary deduction of 
$6,066,000 for depletion—equal to $2.18 
per share. 

II. It fails to consider the undistributed 
profits of Kennecott’s subsidiaries—worth 
another $3.63 per share. 

III. It excludes the excess cash value of 
the unsold copper over the carrying price— 
representing $2.43 more per share. 

A Heavy Charge for Depletion 

I. I term the depletion charge “arbi- 
trary” because it has no direct reference to 
the reduction in the present value of the 
property through last year’s operations. 
This debit is based upon the amount of ore 
developed on March 1, 1913, and its value 
as of that date. Hence practically all the 
large copper companies omit this item from 
their reports altogether, as having no bear- 
ing on the year’s financial results. The 
true depletion reserve is set up by the stock- 
holder out of dividends; it is reflected in 
the market price of the stock; and it varies 
each year as the estimated life of the mine 


is revised. Both for comparative purposes 
therefore and for logical accounting reasons, 








TABLE I—KENNECOTT’S ACTUAL EARN. 
INGS IN 1917 - 
er 


Share 


$17,965,000 $6.45 


Net Earnings as Reported. 
1,210,000 43 


Cop. Riv. & N. West. R. R. 
Equity in Undistributed 
Earn. of Subsidiaries: 
Alaska Steam. Co. (53%) 
Utah Copper Co. (38%). 
(Includes Bingham & 

Garfield Ry.) 

Nevada Cop. Co. (19%). 
(Inc. Nev. North. R. R.) 
Braden Cop. Co. (99%). 


203,000 07 
2,030,000 -73 


324,000 12 
6,047,000 2.17 


$27,779,000 $9.97 





Kennecott’s ore depletion reserve should be 
ignored in computing the 1917 earnings— 
just as it was omitted by the company it- 
self from its 1916 report. 

II. The second point applies to every 
holding company which includes in its in- 
come account only such portion of its sub- 
sidiaries’ earnings as have been paid to it 
in dividends. Kennecott is unique among 
the leading coppers in that it is interested 
in a larger output as a holding company 
than as a direct producer. In Table I we 
have completed the 1917 income account by 
adding its equity in the undistributed 
profits of its various subsidiaries. Incident- 
ally there is included the $1,210,000 net 
earnings of the Alaskan Railroad, which, 
although paid in cash to Kennecott, are not 
shown in the statement, since the entire 
amount was applied to the reduction of the 
book value of the investment. This road, 
capitalized at $27,800,000 and said to have 
actually cost over $20,000,000, is now car- 
ried in Kennecott’s balance sheet at $8,- 
654,600. 
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The aim of the management is obviously 
to write this property down to as low a 
figure as possible before the Alaskan mines 
are exhausted, since the earning power of 
the railroad would then be drastically re- 
duced. But this is precisely the same prop- 
osition as the ore depletion charge, and it is 
evident that the railroad’s earnings which 
have actually accrued and been paid to 


On this account one would obtain a more 
accurate view of the 1917 operations by 
considering the unsold metal on the basis 
of its market value (at which no doubt it 
has already been sold). Of course the ben- 
efit of these sales will be shown in the 1918 
report, but they have their origin in 
the work of 1917. In Table II is shown the 
effect of a market valuation of the unsold 








TABLE II—EQUITY IN THE MARKET VALUE OF INVENTORIES AS OF DECEMBER 31, 
1917. 


Pounds Carried 


22,000,000 


$10,321,000 


Inventory 


$3,275,000 
3,537,000 


Excess of Kennecott’s 
Market Value Proportion 
$1,895,000 $1,876,000 
2,620,000 996,000 
266,000 


1,400,000 
3,636,000 3,636,000 


. Market 
Value 
$5,170,000 
6,157,000 
3,290,000 


5,255,000 


Value 


1,890,000 
1,691,000 








$19,872,000 $9,551,000 $6,774,000 
Per Share of Kennecott, $2.43 








Kennecott rightfully belong in its income 
account. 

III. The question of the market value 
of the inventories is also of prime impor- 
tance. Last year Kennecott produced 78,- 
200,000 Ibs. net in Alaska, but its income 
account is based upon the sales of only 56,- 
900,000 Ibs. The remaining 21,300,000 
Ibs., together with 252,000 oz. of silver are 
taken into the inventory at cost price, total- 
ling only $1,619,000. At $1 for silver, at 
23'%4c for copper, these metal stocks have 
a market value of over $5,250,000. Now it 
is perfectly clear that had it not been for 
the transportation tie-up, the copper com- 


copper in which Kennecott was interested 
on December 31 last. 

When all these little adjustments are 
made it gradually appears that Kennecott 
did not fare so badly in 1917 after all, but 
managed to gather equities of various sorts 
exceeding $12 per share. If 1917 produc- 
tion and costs were maintained in the cur- 
rent year the investor would have little 
reason to complain, for, as we show in Table 
III, the company should then earn above 
$11 per share on 23%4c copper. 


The Supply of Alaskan Ores 
But the uncertain and disquieting feature 








TABLE III—KENNECOTT’S PRESENT EARNING POWER ON 23%c. COPPER. 


1917 Production 


Per 
Share 
$1.52 

3.50 

.73 

487 

58 


Total 
Profit 
$4,252,000 

9,750,000 
12.75¢. 2,040,000 
17.25¢. 13,550,000 

...-(1917) 1,604,000 


Profit 
per Pound 
6.75¢. 
13.00c. 


1917 

Costs 
16.75¢. 
10.50¢. 
10.75¢. 
6.25¢. 





10.88. 12.62c. $31,196,000 $11.20 


~ 








panies could have sold their entire 1917 out- 
put at the market price before the end of 
the year—as they had done in 1916; and in 
view of the tremendous war demand there 
is mo question of their ability to dispose of 
their accymylated and current production. 


of the Kennecott situation has always been 
the possible exhaustion of those great Alas- 
kan mines, which for richness of ore and 
resulting cheapness of production have prob- 
ably never been equalled on the globe. The 
management assures us that the new tonnage 
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developed in 1917 equalled that withdrawn, 
and also that diamond drill exploring pro- 
ceeded with “gratifying results’”—but the 
trend of the production figures is rather 
ominous. There was a decline of more than 
30,000,000 Ibs. in 1917, of which only a 
part could have been due to the midsummer 
strike. The output for the first four months 
of this year totals only 23,200,000 lbs. 
against 28,400,000 Ibs. in the same period 
of 1917 (See graph). Those who really 
know what is going on at Kennecott have 
never been particularly communicative, but 
the whole financial history of the company 
is a clear intimation that the days of the 
Alaskan mines are numbered. 

When the Bonanza and the Jumbo mines 
are dead, will Kennecott’s earning power 


tons per day. As may be imagined, the 
shortage of material, shipping space and 
labor has delayed this construction and in- 
creased its ultimate cost far above the orig- 
inal estimate of $7,500,000. Already $5,- 
000,000 has been spent on new equipment, 
and it is expected that Kennecott will be 
called upon to furnish additional funds in 
order to complete the work. 


Development of Braden 
But when this enlarged plant is in opera- 
tion, Braden will turn out 125,000,000 Ibs. 
of copper annually and will dispute with 
Inspiration the third place among Amer- 
ican owned producers. The report of Pope 
Yeatman, recommending the enlargement of 


’ Braden’s capacity, estimated the ultimate 


SSE enn ————  ————— ——————————_=IE~_ 





TABLE IV—THE FUTURE KENNECOTT. 
Earning Power on 14%4c. Copper—Excluding Alaskan Mines. 


Production 
Pounds Cost. 
Braden ........125,000,000 (Est.) 7.50. 
Utah (38%).... 75,000,000 (1915) 7.00c. 


Nevada gS 16,000,000 (1915) 7.50¢. 


Total ........216,000,000 











7.15. 


Profit Per Minimum 
per lb. Total Profit Share - _ Life of Mine 
7.00c. $8,750,000 $3.14 67 yrs. 
7.50¢. 5,625,000 2.02 35 yrs. 
7.00¢. 1,120,000 40 17 yrs. 








18 
$5.74 


Say 





500,000 
$15,995,000 








vanish with them? Those who think so 
have forgotten about Braden.. In the Ten- 
iente and Fortuna ore bodies at Sewell, 
Chile, Kennecott has another Bonanza—less 
rich in ore quality, it is true, but of incom- 
parably greater size. Ranking after the 
Chile Copper properties—which the Gug- 
genheims also control—and the Utah mine, 
in which Kennecott has a large interest, 
Braden contains perhaps the third largest 
ore body in the world. It includes 149,- 
000,000 tons of “fully developed” ore, aver- 
aging 2.42 per cent copper and 90,000,000 
tons of “partially developed” material, aver- 
aging 1.88 per cent copper. The grade of 
this ore is easily the best of the larger por- 
phyries. 

The permanent future of Kennecott is 
thus bound up with the development of the 
Braden mines. The splendid tonnage as- 
sured made the enlargement of the mine’s 
capacity inevitable, and hence three years 
ago the management authorized the doubling 
of the present maximum output of 5,000 





cost of production at around 6.50c per Ib., 
before interest and taxes. Since the costs of 
last year’s output exceed 16c it might seem 
that this forecast is destined to prove a good 
deal too optimistic. But further examina- 
tion shows that the chief element in the 1917 
costs was the delivery and selling expense— 
the former reaching nearly six times the pre- 
war figure—and that the operating ex- 
penses at the mine were actually less than in 
the previous: year. The cost of production 
f. o. b. Sewell, averaged: 7.65c per lb. in 
1917, against 8.03c in 1916 and 8.1l6c in 
the 1915 fiscal year, when Mr. Yeatman’s 
estimate of eventual costs was made. The 
latter was based upon a mine cost of about 
5.25¢ and a selling and delivery expense of 
1.25c. With normal prices for labor and 
materials, with Chilean exchange back to 
par (an important item), and with the ben- 
efits accruing from larger scale operations, 
a reduction of 2.40c per lb. from the 1917 
mine cost seems quite within the realm of 
probability. As for the delivery expense, 
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this will depend upon post-bellum freight 
rates, which, in view of our shipbuilding 
program, should ultimately return to some 
reasonable figure. Hence we might hazard 
an estimate of 7.50c as the future net cost 
of Braden’s copper laid down in New York. 

One hundred and twenty-five million lbs. 
of 7.50c copper could net a handsome profit 
on almost any selling price of the metal. 
But in addition thereto, Kennecott will con- 
trol 38 per cent of Utah’s output, which, 
together with the Nevada interest, should 
yield another 90,000,000 lbs. yearly of 
equally low cost copper. What this output 
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means to Kennecott on a 14'2c copper mar- 
ket is shown in the next table—which elim- 
inates entirely the original Alaskan mines 
(Table IV). 

In this wise Kennecott Copper is grad- 
ually freeing itself from dependence upon 
the disappearing Alaskan properties. They 
will still be called upon to supply the bal- 
ance of the purchase price of the Utah stock, 
now amounting to $8,850,000, and to pro- 
vide the requisite funds for completing the 
Braden extensions. By the end of next year 


the surplus above the present dividend rate 
should have accomplished both functions, 
and then the Alaskan mines will resign their 
position as the mainstay of Kennecott's 
earning power. If they continue to produce 
even after this period, or if new acquisitions 
in this territory—like the recently concluded 
Mother Lode arrangement—should still 
bring income from the far North, the stock- 
holders can regard these earnings as a kind 
of windfall or bonus. 

The Mother Lode is important in its po- 
tentialities for prolonging Kennecott’s Alas- 
kan activities, and turning valuable mining 
equipment to further profitable account. The 
Mother Lode property comprises 70 lode and 
placer claims aggregating 1,400 acres ad- 
joining the famous Bonanza mine, as well 
as 12 lode claims totalling 240 acres adjoin- 
ing Kennecott’s Jumbo property. Selected 
shipments from the Mother Lode mines to 
provide development expenses have averaged 
as high as 60.6 per cent, 59.1 per cent and 
34.9 per cent in copper content. In addi- 
tion, 114,323 tons of ore averaging from 
8 to 21 per cent, and 240,000 tons of prob- 
able ore estimated to contain 2.3 per cent 
of recoverable copper, have been developed 
to date. While Mother Lode was unable 
to make large profits through lack of funds 
and transportation facilities, its mines 
should become a different commercial prop- 
osition under Kennecott control. 


The Kennecott of the Future 


For the Kennecott of the future will be 
strictly a porphyry or large-tonnage enter- 
prise. Its Braden mine will have a min- 
imum life of 67 years at the enlarged pro- 
duction, and its Utah Copper interests 
guarantees it an additional income for at 
least 35 years. Only an unlooked-for hitch 
in the Braden expansion program can 
prevent the establishment of a continued 
earning power for Kennecott. 

Because of this fact, the investor should 
not be discouraged by the many untoward 
features of Kennecott’s career—its large 
capitalization, its unusually rapid expan- 
sion in various fields, its recent cut in divi- 
dends, and most of all its traditionally dis- 
appointing market action. The star of 
Kennecott in the North may be near its set- 
ting, but a new and greater luminary is 
rising in the South—the Braden Mines at 
Sewell, Chile. 





















Mining Stocks Which Are Not Cheap 


Goldfield Consolidated— Jumbo Extension—Mines That 


~ Exist Chiefly on Golden Memories 





By VICTOR DE VILLIERS 





HINKING backwards” was the 
mental conclusion of the writer 
who, on a hot summer afternoon 
in 1916, tried vainly to per- 

suade an elderly investor in Goldfield Con- 

solidated to sell his 5,000 shares “while the 
going was good” at around $1. The cld 
gentleman’s argument was that “he he owned 

‘em outright” for a number of years, they 

had declined from ten dollars a share and 

should rally to at least five dollais. Finally 
he had faith in the property. Vene- 
ration for past records, living in the past, 
outright ownership and blind faith sum- 
marizes the principal reasons why Goldfield 

Consolidated and Jumbo Extension—a duo 

of “has beens”—-sell at present prices. 





Goldfield Con.—Former Bonanza 


The report of Secretary Howe for the year 
ending December 31, 1917, reads strangely 
like an obituary notice when we-earn that 
the net realization for the year was $128,- 
500, equivalent to net earnings of .003 
cents a share. In other words, 100 shares 
selling for about $25 (nominal value $250) 
showed an earning power of 3 cents. Like 
Antony before the bier of Caesar, the 
funeral oration of secretary Howe brings 
out the fact that if his subject is dead now, 
it has been very much alive in the days 
gone by. The report very properly goes 
on record to the effect that gross production 
to date has been 3,094,353 tons of a gross 
value of $72,393,065. Of this huge total, 
$11,200,000 was contributed by lessees in 
the early days and $2,700,000 by the vari- 
ous constituent companies before the incor- 
poration of Goldfield Consolidated in 1906. 

In contrast with little or nothing earned 
during the past three years, the company 
earned during its productive life, which at- 
tained its real stride in 1909, sufficient to 
pay out 24 consecutive dividends totalling 
$28,999,831, or $8.15 a share for its 3,559,- 
148 outstanding shares of $10 par value. 

The romantic history of Goldfield Con- 
solidated around which centered one of the 
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greatest booms in America mining history 
would alone fill a volume. Its affiliated 
companies, the Mohawk, Red Top, Jumbo, 
Laguna, Goldfield and Combination, 
which provided the initial sensations in the 
Goldfield camp and the basis for the pres- 
ent company, have only been eclipsed by 
the mines of the Comstock Lode of Cali- 
fornia. Like the Comstock Lode, Gold- 
fields has been a heavy contributor to our 
mineral wealth and our string of mil- 
lionaires, and any reference to its past can 


_only be of historical interest now. 


The 1917 Report 


Reading round, under, and between the 
mass of dry facts and figures in the an- 
nual report, one cannot get away from the 
impression that the company is suffering 
from cash exhaustion. Although a book 
value of 65 cents is estimated for the shares, 
by valuing the mine properties at around 
$30,000,000, the report deals minutely with 
the scrap value of the equipment after mill 
operations have ceased. This valuation, 
$2,331,000, will take six years to realize. 

It seems somewhat optimistic to value an 
enterprise at $30,000,000 which possesses 
almost no earning power. The shrinkage 
in the cash balance from $1,021,086 to 
$170,571 from January to December, 1917, 
expended in such items as “stocks and 
bonds,” “mines investment” and “accounts 
receivable” is doubtless in good faith, but 
very disturbing from our point of view. 
The new item of “mines investment $534,- 
185” may be productive of good results 
ultimately, but it is questionable whether 
a poor earner is justified in acquiring new 
properties with the bulk of its capital. 

This is not the only disturbing feature. 
We note that compared with 1916 net 
realization shows a decrease of $256,- 
099, tonnage declined 88,130 tons, total cost 
of mining increased 67 cents a ton, the per- 
centage of profit from even higher grade ore 
is almost cut in half, while mining and 
milling costs have increased. 













THE MAGAZINE OF WALL STREET 





An Earlier Comparison 


Looking backward only a few years earn- 
ings per share have been on the toboggan 
since the beginning of 1913. The balance 
sheet for each year has been a more dismal 
exhibit than its predecessor. The figures 
in the table only tell part of the tale. 








= 


GOLDFIELD CONSOLIDATED EARNINGS 
AND DIVIDENDS. 

Earned Paid 

Per Share Per Share 
14 months ended Dec. 31, 1912 1.33 1.60 
Year ended Dec. 31, 1913.... 0.42 0.70 
Year ended Dec. 31, 1914.... 0.29 0.30 
Year ended Dec. 31, 1915.... 0.23 0.45 
Year ended Dec. 31, 1915.... *0.006 Nil 

Year ended Dec. 31, 1917.... 0.003 Nil 


*Allowing nothing for depreciation charges 
estimated at 0. 








It will be observed that payments have 
always exceeded earnings duing these years, 
clearly proving that surplus was being 
liquidated. The figures for 1916 and 1917 
show a similar consistent decline all along 
the line. Against 31,000 tons of ore mined 
in January, 1916, with a gross extraction 
of $209,000 realizing $59,061, the figures 
have shrunk steadily through the weary 
months of 1916 and 1917 to a low of 16,- 
000 tons yielding a trifle over $10,000 in 
net result. 

The shares have also been on the down 
grade, reflecting very accurately the 
sophisticated opinion of the outlook. From 
a high around 10 in 1910 the shares have 
shrunk from the dollar into the penny divi- 
sion around 1914. A glance over the prices 
from that year to date proves fairly conclu- 
sively to the student of market action that 
the shares have been under steady liquida- 
tion, and are still being sold gingerly. The 
feeble rallies have been incidental to buoy- 
ant markets, with the familiar process of 
churning, artificial activity, and further 
distribution. 

Exploration and Oil Flotation 

In addition to its 26 patented lode claims 
at Goldfield, covering nearly 400 acres, the 
company owns, either outright or by stock 
control, a number of subsidiaries. 

Its principal operating subsidiary, the 


Aurora Consolidated Mines Company, own- 
ing claims at Aurora, Nevada, around 
which the bright hopes of stockholders have 
been woven, has proven an expensive pur- 
chase for Goldfield Consolidated. 

Acquired in 1914 for $763,000 from 
Jesse Knight and associates, the Aurora 
showed a net profit of $39,781 in 1916 and 
a loss of $37,067 in 1917. Mr. Walter 
Harvey Weed, however, believes that the 
property contains “promising ground yet 
unexplored.” 

The company has experimented with the 
oil flotation process for treating its low 
grade ores, and much has been said about 
its possibilities, but the outcome is dubious, 
to say the least. ‘The chance of discover- 
ing new ore bodies and the possibilities of 
finding copper beneath the main gold-bear- 
ing ore veins are not entirely absent. 


Jumbo Extension—A Hopeful Neighbor 


Jumbo Extension Mining Company owns 
about 9 patented claims covering ap- 
proximately 100 acres immediately north 
of the Goldfield Consolidated holdings. The 
property is the center from which radiate 
a great number of producers, near-producers 
and raw prospects which have placed the 
mines of Goldfield prominently on the map. 

From a high of 2% in 1915 the shares 
after from a high of 2% in 1915 the shares 
have steadily declined to the vanishing 
point of around a few cents a share, with- 
out many takers, even at the latter figure. 

The record of Goldfield Consolidated, 
the hope that Jumbo might duplicate its 
success, and alternate fear of loss, - have 
been responsible for some wild price fluc- 
tuations. Speculators well remember Au- 
gust, 1914, when the shares were not wanted 
at 12% cents a share, and a “strike” oc- 
curred two months later. Insiders kept the 
news to themselves for a while, and some 
frantic short covering and frenzied buying 
later drove the price up to $4, mostly at 
the expense of “professionals” who sold 
Jumbo “short.” 


Its Checkered Career 


Incorporated in 1904 with an original 
$1,250,000 in $1 par, share of one class, 
little happened for about ten years. The 
property was spasmodically developed un- 
til the spring of 1914, when disclosures of 
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high-grade ore were made on the 920- and 
1017-foot levels, and the company not only 
started regular production immediately, but 
placed the shares on a dividend basis a few 
months later. 

Production commenced on a basis of 
around 2,000 tons of ore a month, and the 
company was able to report 16.420 tons 
sent to the mill and smelter during the 
fiscal year which ended June 30, 1915. 
This production was practically doubled in 
the ensuing year with a total of 35,541 
tons of a gross value of $1,124,487, which 
yielded a profit of $970,785 to stock- 
holders. 

During this time the company was 
heavily involved in litigation with its 
neighbor, the reorganized Booth Mining 
Company, which claimed apex rights in- 
volving $900,000 for ore mined from one 
of the veins of the Goldfield Booth which, 
very evidently, ran through the Jumbo 
property. Jumbo resisted the suit, and 
shut down its mine; and these little mat- 
ters certainly had a bearing on the gyra- 
tions of the shares in the stock market. It 
was possible to pick up Jumbo Extension 
shares in the meanwhile for a trifle higher 
than nothing. 


The Sudden Fall . 


Commencing dividend payments in July, 
1911, at the rate of 10 cents a share, the 
company successively paid out irregular 
dividends during 1914, 1915, and the first 
half of 1916. They had every appearance 
of regular payments of 5 cents quarterly 
and 2% or 5 cents extra, and were general- 
ly so heralded at the time. 

The “dividend” which stockholders ex- 
pected around September, 1916, never 
came, and this must have been a great 
shock to those who believed Jumbo Exten- 
sion a very satisfactory high-yield invest- 
ment. Faith dies hard, and the liquidation 
that followed was only halted by obstinate 
holders who could not believe the evidence 
before them. A total of $685,008 had been 
paid out, equivalent to 50 cents a share, so 
that the unfortunate purchasers between 2 
and 4 have never had a chance of getting 
out. 

The 1917 production seems to fore- 
shadow the end, so far as the Goldfield 
claims are concerned. During the year less 


than 10,000 tons were sent to the smelter 
realizing $193,521, less operating charges, 
which left a balance of only $20,976. The 
value of the ore has also declined from 
$56.87 in 1915 to $29.48 recently. 

The company has gone in for some ex- 
ploration work since 1916 to acquire other 
properties to replace its depleted Goldfield 
holdings. Out of one hundred properties 
submitted, its Copper Mountain property of 
350 acres in Mineral County, Nevada, has 
been selected. On this property around 
$25,000 has been spent by the Jumbo Ex- 
tension, and although it is a prospect, its 
chance is regarded as fair. 

In the fall of last year, a new company 
was organized to take care of the Copper 
Mountain enterprise, called the Jumbo 
Copper “Mountain Mining Company. Its 
shares totalling 2,500,000 of a par value of 
$1 were distributed among Jumbo Exten- 
sion stockholders, share for share, free of 
charge. The new shares are assessable so 
that the gift is not entirely free of qualifi- 
cation. An “Irish” dividend of two cents 
a share was levied recently, and stockhold- 
ers should not be surprised to receive sim- 
ilar calls in the new future. 


The Outlook 


Both Goldfield Consolidated and Jumbo 
Extension have apparently seen their best 
days, and present mining operations are 
either in the nature of a clean-up of tail- 
ings and dumps, or experiments with new 
properties. 

The cash position in both instances is 
weak, and it is necessarily doubtful 
whether, in spite of aggressive manage- 
ments, new exploration and development 
programs can be seen through to a satisfac- 
tory finish for stockholders. 

The shares in both cases having reached 
the vanishing point around a few pennies 
each, holders might take a further chance 
that favorable news will give them some 
sort of opportunity of liquidating to slightly 
better advantage. The hope seems to be 


- slender, however. 


No purchase of these can be recommended 
since there are more meritorious “penny 
stocks” in an advanced state of develop- 
ment available, with be’ ter long-pull pros- 
pects. Boston & Montana or Mother Lode 
of Alaska (old stock) give much greater 
justification for optimism. 
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Notes 


These notes are a record of recent price-affecting FACTORS, and are not to be regarded 
as RECOMMENDATIONS to purchase or sell. 





ALASKA GOLD—Production—During 
the first quarter of 1918 the mines pro- 
duced about 5,220 tons per working day, a 
decrease of 680 tons per day as compared 
with the fourth quarter of 1917. A total of 
462,294 tons of ore was broken in the mine 
and 470,451 tons of ore trammed to the ore- 
ways, leaving an estimated total of 2,002,385 
tons of broken ore remaining in the stopes, 
according to the re-surveys of broken ore 
made as of Dec. 31, 1917. The deficit for 


the quarter was $8,018 as compared with a 
surplus of $37,684 in the last quarter of 
1917. 


AMERICAN SMELTING—Application 
to inc. Gold Shipments in Mexico Denied— 
Federal Reserve Board has denied thé appli- 
cation of the company to increase its gold 
shipments to Mexico. The company has been 
shipping gold bars at a rate above $500,000 
monthly in obedience to a decree of the Mex- 
ican government that mining concerns ship- 
ping gold and silver out of Mexico in ore 
and base bullion must return the full value 
of the gold and 25% of the value of the sil- 
ver in the form of refined gold. Under a 
recent ruling the amount of gold return de- 
manded for silver taken out of Mexico was 
increased to 50%. Compliance with this or- 
der would increase the gold exports to Mex- 
ico of the company to above $1,000,000 

ANACONDA—High Ore Mine Shut 
Down—That Anaconda’s High Ore mine 
suspended operations for three months during 
which shaft will be concreted the entire 
depth of 3,400 feet and will cost about $75,000. 
This shutdown will not interfere seriously 
with production as men will be sent to other 
mines increasing output at those points. 
High Ores daily production averaged 1,950 
tons. It is estimated that Anaconda will this 
month produce approximately 28,000,000 
pounds copper, 900,000 ounces of silver and 
5,000,000 pounds of zinc. Daily tonnage of all 
ores, including North Butte, is now 17,500. 
Labor situation at present is satisfactory. 

CANADA COPPER —New Mill — Last 
year money was provided for the construc- 
tion of the company’s 3,000-ton mill at its 
Copper Mountain property, which, when 
completed, should enable the corporation to 
assume a place among the big American cop- 
per producers. When completed the new 
mill should be able to produce 27,400,000 
pounds of copper. Cost of producing should 
be in the neighborhood of 9%c a pound on 
the basis of 3,000 tons a day, which on 23%c 
copper, leaves a profit of 14c a pound, or 
$3,836,000 annually 

CHINO—Production—Gross production 
of copper content in the concentrates from 
milling operations for the first quarter was 
20,721,217, pounds compared with 20,266,715 
pounds in the preceding quarter. Total 
amount of ore treated was 1,011,500. tons, an 


average of 11,238 per day, or 1,086 tons per 
day more than for the fourth quarter of 1917. 
Average copper content of the ore treated 
was 1.6243%, compared to 1.6388% copper for 
the fourth quarter of 1917. Cost per pound 
of net copper produced, after allowing for 
smelter deductions and crediting miscellane- 
ous income, was 15.28 cents, compared to 
13.65 cents for the fourth quarter of 1917. 


CONSOLIDATED COPPERMINES — 
Operations—Estimates of production last 
month place the total gross value around 
$399,500, with a recovery of about 1,700,000 
pounds of copper. The mill is treating about 
1,000 tons daily. In addition, stopes be- 
tween the 1,000 and 1,200-foot levels have 
been yielding about 150 tons daily. 


CRESSON GOLD—March Profits— 
Were $81,552.58 omuees with $51,216 in 
February and $48,702.16 im January. The 
company, as of April 1918, reported “net 
profits on fully developed ore reserves” of 
$3,148,276 and cash in bank $1,023,799.68. 
Combined, the two items are equivalent to 
$3.42 a share, not considering ore in transit, 
bills receivable or prospective ore reserves. 


ELKHORN COAL—Initial Dividend on 
Common—lInitial dividend of $1 a share has 
been declared on the common stock, and the 
regular semi-annual dividend of $1.50 a share 
on the preferred, both payable June 10 to 
holders of record June 1. 


FEDERAL MINING & SMELTING— 
—April Earnings Show Decrease — This 
company reports a net profit from operations 
in April, after depreciation of $32,398. This 
compares with net profits of $64,840 in March 
and a loss of $33,393 in February. The re- 
pairs at the main shaft of the Morning Mine 
the company’s principal source of production, 
made necessary by a cave-in about the middle 
of February, have been completed, and the 
shaft is again in operation. These repairs 
amounted to a practical rebuilding of the 
shaft. The company, however, is experiencing 
considerable difficulty in securing a sufficient 
amount of labor, the men in this district, as 
well as in the surrounding territory, being at- 
tracted to the Northwest, especially the Puget 
Sound section where the shipbuilding indus- 
try is showing wonderful activity and wages 
are unusually high. A large number of men 
also found employment in agricultural lines 
where a shortage of labor is also reported to 
exist. 

MINERALS SEPARATION-—To Appeal 
Decision in Favor of Butte & Superior— 
The Appeal will be taken from the decision 
of the Circuit Court of Appeals on the ground 
that the difference of opinion as to what the 
Supreme Court meant in the Hyde case. The 
company will promptly apply for a writ of 
certiorari, judgment being suspended mean- 
while. In case Minerals Separation obtains 
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the writ it is expected that the Supreme 
Court will hear the argument some time next 
October. 


MOTHER LODE COALITION 
MINES—Kennecott Interests Acquire 
Mothe Lode—Stephen Birch, president of 
Kennecott Copper Corporation acting on be- 
half of a new company to be called Mother 
Lode Coalition Mines ratified a proposal to 
take over and operate Mother Lode Copper 
Mines Co. of Alaska. Trustees of the last 
named company ratified the proposal and 80% 
of the stockholders have approved the plan. 
Mother Lode Coalition Mines Co., which will 
be incorporated in Delaware by interests affili- 
ated with Kennecott Copper, will have 2,500,- 
000 shares of no par value. Kennecott inter- 
ests will retain 125,000 shares, or 51% of the 
total capitalization, and elect four of the seven 
directors. Mother Lode Copper Mines of 
Alaska stockholders will receive 1,225,000 
shares, or 49% and elect three directors. 
Stockholders can exchange their shares for 
shares of Mother Lode Coalition Mines. The 
new company will pay off Mother Lode’s 
$500,000 bonds, provide $1,000,000 working 
— and develop the property on a big 
scale. P 


NEVADA CONSOLIDATED — Quar- 
terly Report—Showed a deficit after divi- 
dends of $1,689,387, compared with a surplus 
of $1,022,459 in the corresponding quarter last 
Surplus 


year and $1,556,225 two years ago. 
income was only $310,070, while dividend pay- 


ments were $1,999,457. The shrinkage of 
90% in income was due to a large increase 
in the cost of production. Production of 
copper amounted to 17,435,164 pounds, com- 
pared with 22,153,158 for the preceding quar- 
ter. Cost of copper produced, including de- 
preciation and all charges, and after credit- 
ing miscellaneous earnings, was 15.64c a 
pound, compared with 12.73c for the previ- 
ous quarter. 


TENNESSEE COPPER & CHEMICAL 
—Making New Acid Production Record— 
Production of sulphuric acid during the first 
three months of this year was 75,000 tons. 
This was at the rate of 300,000 tons per an- 
num as compared with the 1917 output of 
263,000 tons. There was a marked improve- 
ment during March. The incentive for pro- 
ducing over 175,000 tons of acid per annum 
may be found in the new price of $9 to be 
paid for such excess as may be secured over 
that amount and extending up to 225,000 
tons. Anything over 225,000 tons a year will 
he paid for at the rate of $10 a ton. The 
higher prices should therefore become opera- 
tive during the ‘current year. Annual report 
shows that the 1917 earnings of the company’s 
ubsidiary were $911,150, compared with 
$387,657 in 1916. The parent corporation re- 
ported earnings of $68,978. 


TONOPAH BELMONT—New Proper- 
ties—Are scheduled to go on a producing 


basis this month, the Eagle-Shawmut mine 
in California, and Belmont-Wagner mine in 
Colorado. Net profits for April were $62,470, 
against $63,202 in March and $83,250 in April, 
1917. The net profits for the Surf Inlet prop- 
erty in addition were $31,460, against $37,477 
in March. 


UNITED STATES SMELTING—Coal 
Profits—Increase in Silver Production— 
From January to April inclusive, which is far 
from the best production period of the year, 
output of coal has averaged over 100,000 tons 
a month. For the rest of the year shipments 
should be on a larger scale so that 1918 coal 
production bids fair to be 1,500,000 tons as 
against 908,000 tons last year. In its Utah 
coal mines and its railroad and the new 
equipment which it forehandedly purchased 
a year ago, there is an investment of prob- 
ably some $15,000,000. The company ought 
to earn enough to more than cover the divi- 
dend on the $24,000,000 preferred. Silver is 
helping out this year. 


UNITED VERDE EXTENSION—New 
Concrete Shaft—Has been completed down 
to the 1,500-foot mark and further progress 
is being retarded on account of the slowness 
in excavating down to the 1,700 which is the 
intended depth of the shaft. It will soon be 
possible to use this shaft for hoisting pur- 
poses. Ore is being shipped to the new smel- 
ter at Verde in order that a good supply will 
be on hand when the furnaces are blown in 
along about the Ist of July. 


UNITED ZINC SMELTING—$1,000,000 
Bond Issue Authorized—Issue will be dated 
May 1, 1918 and will mature $200,000 Aug. 1, 
1919; $250,000 Aug. 1, 1920; $250,000 Aug. 1, 
1921, and $300,000 Aug. 1, 1922. The bonds 
will be in coupon form and interest will be 
paid semi-annually. This financing has been 
undertaken because of the cost of the con- 
struction of the new plant at Moundsville, 
W. Va., and the installation of additional 
units to meet the requirements of the gov- 
ernment for sulphuric acid which will show 
a substantial profit. It is intended to issue 
about $550,000 to finance present obligations 
and $325,000 will be divided between 1921 
and 1922. The balance will be held for fu- 
ture requirements and will be subject to sale 
at the option of the directors. 


UTAH COPPER—Plants Treating Nor- 
mal Tonnage—Two plants are treating the 
normal tonnage for this time of the year. 
Garfield smelter is treating from 3,500 to 
4,000 tons of ore daily. The daily ore treat- 
ment at the Murray plant amounts to be- 
tween 1,000 and 1,500 tons. These smelters, 
together with United States Smelting plant 
at Midvale and International Smelting & Re- 
fining plant at Tooele, are receiving ores from 
at least a dozen Western States, which pro- 
duce approximately $800,000,000 of precious 
metal ores annually. 
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EMPIRE REFINING—Tenders Asked— 
Guaranty Trust Co. of New York as trustee, 
will receive up to 3 P. M. on June 17, 1918, 
sealed proposals for the sale to it of sufficient 
first and collateral trust sinking fund gold 
bonds, dated Feb. 1, 1917. to exhaust the sum 
of $500,000 at a price not exceeding 104 ex- 
clusive of accrued interest. 


ELK BASIN—1917 Report—Operating 
profits more than double the annual dividend 
~~ of 10% on its capital stock are 
indicated the balance sheet of December 
31, 1917. e Elk Basin field of Wyoming 
is reported to have a daily production of 
about 6,000 barrels. The company’s lease is 
one of the most prolific in the field. Its total 
acreage in the field is 840, although develop- 
ment operations thus far have been confined 
to the Elk No. 2 lease. 


GALENA-SIGNAL—To Acquire Prop- 
erties in Texas—As result of stockholders’ 
segrose: of increase in common stock from 
$12,000,000 to $20,000,000 and creation of new 
class of preferred stock for $8,000,000, the 
company will acquire oil properties in Texas 
owned by J. S. Cullinan. Directors plan to 
issue $2,000,000 new preferred stock and 
$4,000,000 new common in part payment for 
capital stock of a Texas corporation owning 
producing properties, tank farm, tankage pipe 
line and other facilities, and also in part 
payment for one-half capital stock of Petro- 
leum Refining Co. Galena owns the other half 
of Petroleum Refining Co.’s stock. Texas 
properties, in addition to Petroleum Refining 
Co., to be acquired by Galena, are Republic 
Production Co. and American Petroleum Co., 
both subsidiaries of American Republic Cor- 
poration. 


LOUISIANA OIL REFINING— New 
Well—No. 8 on the Crye Lease was brought 
in Saturday, making 1,200 to 1,400 barrels. 
This is the fourth well which has been 
brought in on this lease. On account of this 
increased production 100 additional tank cars 
have been purchased. Deliveries have already 
commenced. 


METROPOLITAN PETROLEUM—As- 
sessment on Shares—Stockholders are to be 
asked in a few days to pay an assessment on 
their shares, to raise funds for future opera- 
tions. Holders recently deposited with the 
Wilson Stockholders’ Protecting Committee, 


amounting to 60,000 shares have already paid. 


an assessment, and negotiations have been en- 
tered into with Richmond Levering, founder 
of the corporation and the interests connected 
with the Island Oil and Transport Co., to 
arbitrate certain differences between the share- 
owners of the two concerns. The Wilson 
committee and the Matchett committee, both 


of which sought proxies for the recent meet- 
ing of Metropolitan stockholders, have joined 
forces. They aim to come to an agreement 
with the Island Company in respect to equi- 
ties in the great gusher brought in a year 
ago on land in Mexico, which originally be- 
longed to the Metropolitan but was sold to the 
Island Company. In addition to the funds 
needed to carry on the task of rehabilitation, 
approximately $400,000 is required to pay up 
lease and option fees in arrears on the Mexi- 
can properties. 


OKLAHOMA PRODUCING & REFIN- 
ING—New Leases—Has leased a _ sub- 
stantial acreage in Texas. The services as 
chief geologist of E. C. Woodruff, formerly 
chief geologist of the Texas Company, and 
W. E. Lockport, formerly of the same com- 
pany, have joined the Oklahoma organiza- 
tion. Against a 1916 net operating income of 
$348,959 the company reported 1917 net oper- 
ating profits of $3,246,491. 


ROYAL DUTCH PETROLEUM CO.— 
Production—Production in all fields for 
1917 was 35,806,379 barrels, an increase of 
approximately 400,000 barrels, compared with 
1916 when about 35,400,000 barrels were pro- 
duced. Output in 1915 amounted to 27,400,000 
oy Higher prices were received for all 
grades. 


_ SAPULPA REFINING—Refining capac- 
ity in 1917 and its holdings of oil producing 


properties were increased. It also embarked 
in the casing-head gasoline business. It ac- 
quired 7,500 acres of oil lands in Oklahoma 
and Kansas with a daily production of about 
400 barrels. Production of crude oil now is 
approximately 1,000 barrels a day. 


SINCLAIR OIL & REFINING—Quar- 
terly Report—For the quarter ended March 
31 shows surplus available for dividends in 
the six months ended Dec. 31, 1917, totaled 
$3,097,008. The $561,268 surplus income re- 
turned in the March quarter brought total 
profits applicable to dividends for the first 
nine months of the fiscal year up to $3,658,276, 
or $3.65 a share. The pipe line is operating 
at capacity along with the new refinery on 
the lake front. Sinclair should close a cur- 
rent fiscal year with a surplus income of at 
least $5,000,000, or $5 a share. This would 
compare with $7.70 a share earned in the 
1916-17 fiscal year. 


STANDARD OIL OF NEW YORK— 
Refined Oil Advanced—Price of refined oi! 
for export in cases has been advanced only 25 
points to 17¢ a gallon. Naphtha in cases for 


export has been advanced Ic a gallon. 
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Future for American Writing Paper 


Conservative Dividend Policy—Early Expectations Not 
Realized—lIts Prospects for the Long Pull 





By IRVIN GILLIS 





HE wonderful year 1916 brought 
few more marked surprises than 
the earnings of the American 
Writing Paper Company. The 
year previous a deficit was reported to the 
amount of $126,956, but 1916 produced 
earnings for dividends of $2,524,378, 
which figures out 20.20 per cent on the 
preferred and 17.36 per cent left for the 
common issue. Of course the market re- 
flected the great change in the company’s 
outlook. The bonds, which sold as low 
as 51346 in 1915, advanced to 94 in the 
following year and the preferred stock 
from a low of 5 to 76%. The common, 
by the way, has not been listed and on ac- 
count of accrued dividends, now amount- 
ing to over 120 per cent, interest in the 
stocks has been confined to the senior issue. 
So good seemed the prospects early in 
1917 that new interests eagerly bought into 
the company, taking over control. One of 
the new directors stated on February 10: 
“I believe that American Writing Paper 
preferred is a purchase 
the company may not be as quick to 
respond to earnings as was Mercantile 
Marine, still the possibilities are there and 
I expect to see them realized.” 


Another Surprise 


However, following the surprise of 1916, 
came another for 1917—a net income of 
but $150,000 or 1.20 per cent for the pre- 
ferred issue after payment of bond require- 
ments. 

The bonds, of which $11,118,000 are in 
the hands of the public and mature July 1, 
1919, sell around 85 and the preferred 
around 23. What of the future? Were 
the 1916 results simply due to general pros- 
perity, or do the difficulties in the last 
calendar year simply indicate widespread 
industrial troubles and the housecleaning 
plans of the new control? 

:Let’s see whether the history of the com- 


pany will give us any dependable clews. 

The American Writing Paper Company 
was incorporated in July, 1899, about the 
beginning of the great consolidation period. 
The first available balance sheet, that of 
January 1, 1910, showed a capitalization 
of $17,000,000 5 per cent sinking fund 
bonds, $12,500,000 7 per cent cumulative 
preferred stock and $11,500,000 outstand- 
ing. Common current assets, including in- 
ventories, amounted to $4,232,456 and cur- 
rent liabilities to $77,497 only. The com- 
pany has at all times maintained a strong 
current asset position, and up to last year, 
when nearly all corporations were forced 
to borrow heavily, the current liabilities 
were nominal; for example at the end of 
1916 amounting to $3,727 and at the end 
of 1912 to $1,252. 

The management never fell into the error 
which pulled down most of the earlier con- 
solidations—that of declaring unwarranted 
dividends in order to boom the market for 
the securities. Not till 1908 were any 
dividends paid on the preferred at all, and 
then only 2 per cent followed by 8 per cent 
spread out over the succeeding 5 years. 
The bond sinking fund of $100,000 a year 
has been more than complied with, and the 
interest on the sinking fund bonds rein- 
vested in bonds, so that at the end of 1917 
the company had $3,424,000 of bonds in 
the hands of the trustee, and had in the 
treasury, bought as favorable market oppor- 
tunities occurred, $2,458,000 further of the 
5s, a total of $5,882,000, or over one-third. 
The company not only maintained its 
properties to the limit of possibilities pro- 
vided by earnings but materially increased 
the output of the old plants in the face of 
the necessity of disposing of a couple of 
unprofitable plants, without increasing 
capitalization or other liabilities. 


A Thorough Housecleaning 
In 1917 the new management determined 
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to make a thorough job of housecleaning. 
A careful appraisal was made by the 
American Appraisal Company, and allow- 
ing for $5,310,661 depreciation the repro- 
ductive value figure on a pre-war basis of 
$21,179,346, was marked down to $15,- 
868,685 and other adjustments were made 
resulting in the reduction of the company’s 
surplus by $2,135,256. Considering that 
the present figures are fair, it would seem 
as though the figures previously given for 
property value were not far out of the way, 
the reason being of course that the old 
management had not capitalized extensions 
and improvements, but paid for them out 
of operating expenses. 








INCOME FIGURES, YEARS ENDED DEC. 31. 
Bond Int. 
and Sink. 
Fund 
$950,000 
950,000 
950,000 
950,000 
950,000 
950,000 
950,000 
566,530 


Net 
Income 
225,267 
263,323 
345,257 
a229,190 
al08,310 
al26,956 
3,550,878 ¢2,524,378 2,524,378 
1,492,929 de150,287 150,287 


a Deficit. b After paying $249,910 in divi- 
dends. c After charging off $76,500 on stocks. 
P After charging off $559,992 sales discount, 
$45,060 sundry, and tax and inventory reserves. 
e After miscellaneous charges, taxes, interest, 
etc., totaling $1,342,641. 

Note.—Previous to 1917 sinking fund re- 
quirements and interest on bonds in the treas- 
ury and in the hands of the trustee were in- 
cluded with charges against the bonds in the 
hands of the public. 


Total 
Income 
$1,175,267 
1,213,323 
1,295,257 
720,810 
841,690 
823,044 


Surplus 
for Year 
ba24,643 

b13,759 

b95,647 
a229,190 
al08,310 
al26,956 


1910 
1911 
1912 
1913 
1914 
1915 
1916 
1917 








Early in 1904 the company showed the 
actual property assets, amounting to $17,- 
105,646 separate from the goodwill and 


trade-mark account of $18,010,150. The 
company had about $4,600,000 working 
and current assets, making a total tangible 
asset valuation of around $21,705,000. At 
this time the company had out about $16,- 
600,000 of bonds, besides $22,000,000 of 
stock. 

Disappointing earnings year after year 
emphasized the fact that too many bonds 
had been issued. Because of its strong 
current asset position and conservative 
management the company has kept the 
bonds out of danger, in spite of erratic net 
earnings. 

The American Writing Paper Company 


faces peculiar conditions. The extraordin- 
ary earnings of 1916 were accountable by 
a runaway market for paper. Contrary to 
general impression the company’s balance 
sheet for the end of 1915 did not show an 
unusually large inventory. 

Labor, material, transportation, and 
other difficulties not under the manage- 
ment’s control, were unfavorable factors in 
1917. Raw materials advanced about 37 
per cent while the price of the product rose 
only 20 per cent. Labor costs increased. 
And in other years the company has suf- 
fered greatly on account of low water in 
the streams that furnished power to its 
mills. 


A Broad View 


However, viewing the proposition broadly 
it appears that the consideration of the 
various plants making up the American 
Writing Paper properties simply did not 
bring the advantages expected, and antici- 
pated by an unwieldy capitalization. Good 
years have brought intense competition on 
the part of small plants, which, as is the 
case in the tannery and leather glove in- 
dustries for example, could operate to just 
about as good advantage as the largest com- 
pany. In poor years the smaller concerns 
were better able to dispose of surplus stocks 
without the necessity of breaking the price 
of standard goods. 

The Rosen-Branch-Evans-Wallace-Her- 
rick control now in the saddle is exceedingly 
strong financially and may eventually make 
the company an economic success. Such a 
thing has been done, as witness the Ameri- 
can Linseed and Corn Products companies. 
Yet, considering the economic conditions in 
the industry up to now, the prospects for 
the long pull would seem none too bright. 

The advantageous refunding of the 
bonds would seem to depend upon Govern- 
ment policy, the conservative financial 
management of the company and the recog- 
nized strength of the men in control, rather 
than on earnings revealed in the accounts. 
The year 1916 seems to have created a 
once-in-a-generation opportunity for the 
old control to unload upon strong shoulders. 

There is, however, some evidence in the 
action of the stock in the market that leads 
one to believe that insiders know of some 
favorable developments that have not yet 
been disclosed to the public. 











Unlisted Security Notes 


These notes are a record of recent price-affecting FACTORS, and are not to be regarded 
as RECOMMENDATIONS to purchase or sell. 





BUTTERWORTH-J UDSON—Receives 
Picric Acid Order—Contract with the 
United States Government for 72,000,000 
pounds of picric acid has been closed. It 
calls for construction of a new plant for 
which the Government will advance all the 
funds. Capacity will be 6,000,000 pounds 
monthly and the order represents a years 
output. It is estimated that the profit on 
this contract will approximate $500,000 per 
month or close to $6,000,000 for the year. 


CURTISS AEROPLANE—Earning $1,- 
000,000 Monthly—Gross was pushed up 
from $7,500,000 to approximately $19,000,000 
and there was an expansion in net profits 
from $600,000 to $2,400,000. This was an 
advance from the government, security for 
which consists of a blanket unrecorded 
mortgage. The advance was close to $12,- 
000,000 but it has since been reduced to 
about $9,000,000. This $3,000,000 reduction 
plus a $400,000 increase in cash on hand, in 
fact, about measures the profits of Curtiss 
to May 1. Of late earnings have been over 
$1,000,000 a month, before taxes, adjust- 
ments for which will be made at the end of 
the year. 


DOMINION STEEL—Plant Extensions 
—In addition to the construction of the ship 
plate rolling mill, it is carrying out several 
important extensions to the plants at 
Sydney. The ship plate rolling mill will 
have a capacity of approximately 100,000 
tons per annum, and the contract entered 
into with the Canadian government pro- 
vides for the government taking 50,000 to 
75,000 tons per annum for a period of five 
years. A new coke oven plant is also being 
installed. The first battery of the new 
plant will be in operation during May and 
the second unit about a month afterwards. 
Surplus increased over 1916 by $8,311,106, 
and was $26,982,024, about $94.20 per share 
on common. About $4,750,000 was deducted 
for income and excess profit tax, reducing net 
for 1917 over 1916 by $2,746,639. Dividends 
of $6,231,520 were paid. Extras were only 
20% compared with 60% in 1916. 


EMERSON PHONOGRAPH—Earnings 
for 1918—The gross earnings for the year 
ended April 30, were $339,688. After de- 
ducting selling and general expenses, depre- 
ciation charges of $59,953, and $14,805 for 
other items, the net was $29,963. The total 
surplus on April 30 was $228,739. The 
Company’s 9-inch discs retailing at 65 cents 
have met with strong demand which is likely 
to increase when the fall season opens. 
Competitors selling a 10-inch disc at a 
minimum of 85 cents have created a price 
advantage in favor of the Emerson Com- 
pany. New products are being worked out 
to diversify output and insure capacity op- 


(381) 


erations; while liberal depreciation charges 
have been made to strengthen intrinsic 
value of shares. 


FEDERAL DYESTUFF—Application for 
Foreclosure Sale—Has been made to have 
the property sold under foreclosure, and it 
is expected that Judge Sandford will sign 
the decree within a day or two. Suit was 
brought by holders of its two-year first 
mortgage notes, by reason of the default 
to meet interest payments. KH the decree is 
signed it is expected that the property will 
be sold within four or five weeks. A re- 
organization plan is being worked out by 
the so-called Krech note-committee, and it 
is believed that it is planned to bid in the 
property. 


NASH MOTORS—Capacity Operation— 
Orders on hand are sufficient to keep the 
works running full until Jan. 1, next. About 
75% of the force has been engaged on gov- 
ernment work. Charles W. Nash of Gen- 
eral Motors fame is the presiding genius of 
the company, which at the outset took over 
the Jeffery line of cars and trucks but is 
now producing cars and trucks bearing the 
Nash name. For the 16% months ending 
Nov. 30 last, Nash earned $1,590,284, or at 
the annual rate of $23 a share. 


PEERLESS TRUCK—Shipped Last of 
English Trucks—Some time ago, the last of 
the trucks on the English order for 10,000 
trucks of the four-ton variety were shipped. 
The company is now in a position to take 
on war business from the U. S. Govern- 
ment. Its capacity is 20 trucks a day. 
About 1,300 trucks on the English order will 
apply on 1918 business. In 1917 the com- 
pany manufactured and shipped something 
over 4,400 trucks. Last year Peerless manu- 
factured and sold 3,400 passenger cars. Its 


schedule for this year calls for an output of 
about 2,400. 


SUBMARINE BOAT—Expects to Com- 
plete Four Ships Soon—Launching of the 
first of the freight vessels it is building for 
the Government is expected on Decoration 
Day as well as the turning over to the 
Shipping Board by July 31 of four com- 
pleted ships. Under the contract now practi- 
cally settled the company will no longer act 
as agent for the Government but will build 
the ships at a stipulated price. Contract 
which will add about $100,000,000 to book- 
ings should prove reasonably profitable. 
The adjustment will mean greater speed in 
ship construction, the present arrangement 
having occasioned unnecessary delays. Un- 
finished orders for submarines and patrol 
craft now amount to $40,000,000 in round 
figures, not including the ship contract. 
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Practice of Loss Limitation 
THIRD ARTICLE 


Other Ways of Using Stops—Conclusion 





By FRANK C. FORSYTHE 





fr. N our last article, recent fluctua- 
iT tions in U. S. Steel were used to 
show the practical application of 
the stop loss idea to active trad- 

ing in the market. 

After our trader had been stopped out 
of his short Steel at 9214 three bottoms were 
subsequently made between 8914 and 90. 
After the third time down below 90 it ral- 
lied and our trader might have felt justified 
in trying a purchase at 91. The proper 
stop was 89, which was 2 points below 
the purchase price and below any bottom 
made by Steel during the year up to that 
time. Shortly after this purchase had been 
made the well advertised German offensive 
on the Western front was launched, and 
under pressure of considerable selling the 
market weakened all around. The stop at 
89 was soon caught, netting a loss of 
2% points, including commissions. 

On Monday, March 25, Steel opened at 
86%. During the first fifteen minutes of 
trading probably 50,000 shares of Steel 
came to market, but it never weakened an 
eighth below the opening price. By the 
end of the day it was up above 89 on a 
turnover of 170,000 shares for the day. 
This was evidence of substantial buying. 
We will assume that our trader bought net 
higher than 90, as a further evidence of 
Steel’s intention to advance was given at 
this figure. 

In this connection it may be said that a 
study of the price movements of Steel and 
the volumes dealt in for the week ending 
March 23, and the week ending March 30, 
throws an excellent sidelight upon the tech- 
nical position existing in the stock at the 
time. During the former week, which was 
the week in which the German offensive 
began, Steel lost 3% points on a turnover 
of 309,000 shares. In the following week 
it gained 13% points on 410,000 shares for 
the week, an increase of 25 per cent. in 


volume of trading during the week which 
showed the gain. The buying in Steel 
during this period when the whole market 
was under pressure was of an excellent 
character, and volume study lent consider- 
able aid in detecting the good character of 
the buying. 


Stop Safe for Large Rise 


Having bought at 90 and with the stop 
in this case as low as 86, our trader would 
not have had to contend with one single 
three-point reaction throughout the entire 
rise. Steel advanced, in the meanwhile, 
to 11334, at which price our trader would 
have profits of 23% points. An excellent 
indication to make a second purchase came 
at 99 when the stock broke through its 
previous high for the year. Having gener- 
ous profits on his first trade, our trader 
would have been in a fine position to take 
on a second lot on the “break through” at 
99. Had he purchased the second lot it 
would have been well to place a three-point 
stop on the second lot when purchased and 
to have followed up profits, as in the case 
of the first lot, with his stop three points 
behind the high. According to this method 
at Steel’s high (11334) he would 
have stops placed on two lots of stock at 
11034. On a subsequent movement of the 
stock this stop was reached, and our 
trader would have 20% points net profit on 
his lot bought at 90 and 11% points on his 
second lot bought at 99, or 32 points net 
profit on the two trades. 

The above details give, in a general way, 
some idea of a practical method of apply- 
ing the loss limitation principle to active 
trading. There are many variations pos- 
sible. A trader who is at the tape through- 
out the whole trading day can operate with 
stops, using for his guidance any method 
of tabulation which will record either the 
one point, one-half point or even as small 
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as the three-eighth point fluctuations. 
rhese smaller unit movements will enable 
him to designate points of resistance more 
closely than if he were to depend upon con- 
sideration of the two-point movements 
only. The smaller the unit movement used 
for this purpose the.closer the stop can be 
placed. Only the practical use of any 
plan, however, will determine for the trader 
whether or not it may be suitable to his 
particular purpose. 

When trading in an active stock like 
Steel, the stop may be given to the broker 
at the time the trade is entered. In the case 
of less active issues the stop should be 
borne in mind, and an order given to ex- 
ecute it instantly in the event that the stop 
price should be reached. In many stocks, 
placing a stop order in advance is simply 
an invitation to the specialist in the stock 
to mark the price up or down until the stop 
may be reached. 

No Set Rules to Go By 

An important thing to remember in con- 
nection with the use of stops is the par- 
ticular utility of the stop. Its proper use 


does not contemplate the building up of 


any automatic method of trading. Nothing 
can supersede the trader’s judgment in de- 
termining when to enter a trade. He must 
base his position as a bull or a bear upon 
some tangible evidence that a turn has come 
in the prevailing trend, or that a new move- 
ment has begun. Once the trader has de- 
termined upon a position, and has made 
his commitment accordingly, then the time 
has arrived to apply the principle of loss 
limitation. As has been stated before in 
this series, no arbitrary rule can be laid 
down for the location of the stop. It should 
always be a little below the point of danger 
in the case of a purchase, or a little above 
in the case of a short sale. The trader, 
himself, must determine where these points 
are, and the location of the stop must be 
in accordance with his judgment in the 
matter. If one’s trading judgment were one 
hundred per cent accurate there would be 
no need for the use of stops. 
gainst errors of judgment that loss restric- 
tion should be brought into play. 


The Time Element Important 


Traders of long experience in the market 
evolve some unusual ideas with regard to 
the use of stops. The ordinary application 


It is to guard - 


of stops to trading, as the writer has en- 
deavored to illustrate, confines itself entirely 
to the price movement. Many quick trading 
operations of the scalping variety, com- 
monly carried on by those who make it 
their business to watch the tape day in and 
day out, are based upon the idea of re- 
sponses. For instance, a certain stock be- 
comes unusually active, giving the tape 
reader the idea that it is about to join in a 
more or less general movement already 
under way. On this expectation he buys or 
sells the stock in question at the market, ex- 
pecting, from the activity he has already 
observed in it on the tape, that it is about 
to make a substantial movement. In opera- 
tions of this character an entirely new ele- 
ment enters into consideration, and that is 
‘he element of time. Instead of the usual 
one- two- or three-point stop on commit- 
ments so made, some traders use what is 
known as the time stop. That is, if the ex 
pected movement does not get under way 
within a reasonable time after the commit 
ment has been made, the trade is “jumped.” 
In other words, if the expected response is 
not almost immediate the idea conveyed by 
the delay is that the stock is not yet ready 
to move in accordance with the trend, and 
the trade is cut in order to free the trader's 
capital for operations in some more likely 
candidate. Trades of this kind can usually 
be entered and closed with nominal losses. 
Stops on Short Trades 


As essential as the use of stops may be 
to trading on the long side of the markct, 
their use is much more imperative when 
trading on the short side. An old axiom of 
the market is that there is always a bottom 
but the sky is the limit for tops. If one 
purchases a stock selling at 50 the worst 
that can happen is that the trader may 
eventually lose the entire purchase price. 
But one selling a stock short at 50 leaves 
himself open to an indefinite and sometimes 
heart-breaking loss. Recent markets have 
given several examples of the danger of 
selling short without stops. The whole 
history of the market is replete with in- 
cidents which go to prove the writer’s con- 
tention. Once a stock gets into new high 
territory there is no way of determining 
how much higher it may go before the sell- 
ing forces overcome the moving power be- 
hind it. 

Whatever may be said in favor of the 
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scale method of operation in the market 
must apply to the buying side only. With 
an abundance of capital and a complement 
of trading judgment, there is, undoubtedly, 
something to be said in favor of the scale 
plan. But to attempt to sell any stock 
short on a scale up in any kind of a market 
is to invite disaster. This is especially so 
of stocks closely held or those which have 
not been widely distributed among the pub- 
lic at large. 

After a trader has had sufficient experi- 
ence in the market to judge with some de- 
gree of accuracy the habits of any particular 
stock, he can, at times, use the stop principle 
in connection with the anticipation of a 
particular stock’s movement. -For instance, 
if the technical position of the stock under 
consideration justified the expectancy of a 
five-point upward movement he could be- 
forehand put in his selling stop five points 
from the prevailing price. He might 
or might not go long of the stock, in the 
meantime, while at the same time his mind 
could be quite clear as to the advisability 
of selling it on a rally up to the price 
he had previously determined upon. Of 
course, he must not make the error of think- 
ing that the stock must go to his selling 
figure, because such an idea is absurd on 
its face. Yet, if it do so, justifying its 
technical possibilities, a sale might readily 
be risked at that figure with a stop rea- 
sonably above it. 

Fixing prices above or below the prevail- 
ing price of a stock, at which point, in the 
trader’s opinion, it might become a sale or 
a purchase, is something in the nature of 
setting a.trap for the stock. ‘To buy or sell 
at the figures indicated without the use of 
a protective stop loss in connection with the 
sale or purchase, would be simply setting a 
trap for the trader himself. If this idea of 
anticipating a stock’s movement is to be 
traded upon at all, the protective stop 
should be used in connection with the trade, 
and this protection should never be dis- 
pensed with. 


Stops Conserve Profits 


Another valuable idea in connection with 
the use of stops is that which contemplates 
the conservation of profits. In the great 
majority of cases once a movement in either 
direction has gotten well under way no cor- 
trary movement of any great extent may be 


expected until the movement itself has been 
completed. In the movement of Steel, com- 
mon, from 861% to 11334, described in de- 
tail in this series, there was no important 
reversal unt.] after top had been reached. 
Somet'mes, of course, quite emphatic price 
reversals occur, but once the movement is 
again resumed it usually continues until the 
movement is completed. There is a way by 
which traders can protect themselves to a 
certain extent against these reversals aside 
from the automatic placing of stops three 
points under the high or above the low. 
We will suppose that a movement has gone 
for say 10 points. The trader might sec 
through the first reaction from the prevail 
ing trend without cutting his trade. Then, 
on the subsequent resumption of the main 
trend, he would be justified in following 
his stock rather closely with a stop. The 
moment the old top or bottom was 
approached would, of course, signal th« 
crisis for the trader. On a close ap- 
proach to a former top or bottom nothing 
more than a momentary hesitancy should 
occur if the intention was to put the stock 
higher or lower, as the case may be. If the 
trader was following his stock with a three 
point stop he would do well to move it not 
more than one or two points below the last 
quotation the moment the territory of the 
old high or low was closely approximated. 
Should his stock break through thereafter, 
he would be safe in again going back to his 
original stop idea, but in case of a second 
reversal he would be out “on stop” com- 
fortably close to the extreme point reached . 
by his stock. 
Individual Requirements 

Almost every trader who at last reaches 
the stage where he becomes a dyed-in-th: 
wool adherent to the use of stops in his 
trading will finally evolve a method adapted 
to his own particular requirements. Thes« 
articles have been written with the view 
of suggesting ideas in the use of stops with 
out, at the same time, laying down any set 
rules which might hamper the average 
trader far more than they would be of prac 
tical benefit. The one thing that the write: 
has sincerely endeavored to convey is th 
desirability of their constant use in activ 
trading in order that the trader’s capita! 
may be protected against excessive and hur! 
ful losses, and that profits, when accrued 
may be conserved. 
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MARKET STATISTICS. Breadth 
Dow Jones Avgs. 50 Stocks (No. 
40 Bonds 20Inds. 20 Rails High Low Total Sales Issues) 
we. 1781 82.47 83.59 72.89 71.46 210 
77.83 82.87 84.00 72.41 71.07 180 
77.79 82.22 83.09 72.63 71.38 190 
77.82 82.21 82.51 71.39 70.53 181 
77.87 81.58 82.40 71.86 70.73 174 
77.17 81.16 83.20 70.94 70.30 155 
7757 78.65 82.27 70.72 69.04 197 
77.36 78.42 82.97 69.57 68.36 203 
17.33 78. 83.50 70.19 69.17 187 
Thursday, STOCK EXCHANGE CLOSED (Decoration Day) 
Friday, ee 78.08 82.88 69.4. 68.59 
Saturday, aces. SEE 17.93 82.65 69.23 68.74 


Monday, 
Tuesday, 
Wednesday, 
Thursday, 
Friday, 
Saturday, 
Monday, 
Tuesday, 
Wednesday, 
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IMPORTANT DIVIDEND ANNOUNCEMENTS 


To Obtain a Dividend Directly from a Company the Stock Must Be Transferred into the 
Owner’s Name Before the Date of the Closing of the Company's Books 





Last Books é " Last Books 
Name Div'd Close Payable ts vame Div'd Close Paya 


EK 
Kennecott Cop Corp.. $1. 00 Q June 
Kress (S H) & Co p. 1% Q *June 2 
Kress (S H) & Coe. 1 Q *July 


*May 31 June 
*June 12 June 
*June 15 July 
*June 14 July 
‘July 5 July 
*June 14 July 
*June 1 July 
*Sept. 3 Oct. 


Ajax Rubber Co 
Allouez Mining Co... 
Amer Bank Note p.. 1%% 
Amer Cao 1% % 
Amer Locomotive p.. 14% 
Amer Locomotive c.. 14% 
Amer Sugar Ref p.. 14% 
Amer. Sugar Ref p. 1%% 
Amer Sugar Ref c.. 1%% *June 1 July 
Amer Sugar Ref c.. 14% *Sept. 3 Oct. 
. Amer Sugar Ref ex. %% *June 1 July 
.. Amer Sugar Ref ex. a e *Sept. 3 Oct. 
.. Amer Sugar Ref ex. *Dec. 2 Jan. 
. Amer Sugar Ref ex. %9 *Mar..19 Apr. 
Am Telep & Teleg... < *June 20 July o 
Atl G & W188 c.. $5. *June 28 Aug. 2% McKinley-Dar Savage 3 < 
Atlantic Ref bo *May 20 June ii Mackay Com % 
Atlas Powder c 2 4% *May 31 June - Mackay Com ¢ 
: Magma Copper ...... $0.50 
Mergenthaler Lino ex 244° 
Mexican Petrol p.... + 
Mexican Petrol c¢.. 
Baldwin Loco p..... 3%% S Wune § July Montana Power p ‘ 
Booth Fisheries p.... 1%9 *June 20 July { Montana Power c.... 1\4 
Booth Fisheries c.... . *June 20 July 
Borden's Cond Milk p. 144% *June 1 June 
Brit-Am Tob Ltd or, e6 % *June 10 June: m : ? 
Brooklyn Union Gas.. 114% *Junel3 July ‘ Nat Cloak & Suit c.. 14% 
Burns Bros extra... wi % *May 31 June Ye Nat Lead p 
g Nat Lead ¢ *June 
Cc --- Nat Transit . *May : 
... Nat Transit Co ex... ae *May : 
*May 28 June 20% New York Air Brake. 5 1 
1 


Le 
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G 
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ee 
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Lackawanna Steel c. *June 
Lackawanna Steel ex. ot *June 
Laclede Gas Light p. % S *June 
Laclede Gas Light c. 1% *June 
Lehigh Val Coal Sale 4 9 *June 2 
Liggett & Myers Tob p 1% *June ; 


CLO LLEOLEO 
be bo te ne be te 


*June 
*June 
*June 
*June 

*Dec. 
*June 
*June 
*June 
*June 


¢ 
. Atlas Powder c ex..ff: © *May 31 June 
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*July 
*May 2 


ne Oe 


Calumet & Hecla... $15.00 
Cambria Steel Co... $0.75 *May 31 June 15 ... N Y Edison q 
. Cambria Steel Co ex. 14% *May 31 June 15 5 North American Co.. 4 *June 
Central Leather Co p. 1% *June 10 July 1 ... Northern Securities... 3 *June : 
Chesapeake & Ohio... 2 ‘ *June 7 June 29 
Chesebrough Mfg (Cn) 3 *June 1 June 20 
. Cheseb’gh Mfg (Cs)ex *June June 20 
Childs Co June 10 % Vackard Motor Car p. by z 3 June 
Childs Co 5 June 10 @ Public Serv of N J.. 2 : » 15 June 
Cities Service Co p *June 15 July 
Cities Service Com... *June 15 July 
Cities Service Co ec *June 15 July oe e : 
Colorado Power p.... *May 31 June lf : meen —- proved = : — 
.. Columbia Graph Co.. *June lS July » Reading Co 24 p ay , Sane 
» Comp, Tabulat.-Rec.. *June25 July ¢ Repub Ir & St p ee *June 
Crucible Steel *June15 June: 3% Repub Ir & St c..... 1% *July 
Cuban-Amer Sugar p. *June 15 July Solar Refining $5. S May 
Cuban-Amer Sugar’c.. *June lS July < Standard Oil (Neb). $10.00 8 *Mas 
Standard Oil (N J).. $5.00 Q *May 2 
4 Standard Oil (Ohio)... $3.00 Q *May : 
Elkhorn Coal Corp p. : *June 1 June ... Standard Oil (O) ex. $1.00 *May 
Elkhorn Coal Corp c.. 2 % *June 1 June 24% Standard Screw Coc. 6 % Q *June 
4% Submarine Sig Co. .Last div. $0.75 paid | 


Ss 
» Federal Mng & Sm p. 1 *May 25 June - : . 
Federal Sugar Ref ¢ 1%9 *June 3 June -.» South Penn Oil $5.00 Q *June 


U 


8% Galena Signal Oil p.. 2 *May 31 July 6% Un Bag & Paper Corp Bo 
12%Galena-Signal Oil c.. ‘ July 5% United Drug Co ec. 

6% General Chemical p.. 1% July $0.60 United Eastern Min.. $0.05 
8% General Electric ... w July 6% Un Paper Board p. 4% 
.. General Electric e..t2 July 16% Un States Ind Alco ¢ 4 * 

10% Gulf States Steel c. 2%% July 16% Un States Ind Aleoc4 % 
... Guif States Stl tr cfs. 24% *June15 July --» US Steamship Coex. 4%B 


Ww 


H 
-.» Worth Pump Mach pA 1%% Q *June 20 
Iiask & Bark Car Co $1.00 *June 15 June 2 ... Worth Pump Mach pB 14% Q *June 20 
Hocking Valley Ry c2 % *Junel4 June: 


© 


CLLSLCOREECS £2nxf 


Q *June 
*Q *July 
M *May : 
Q *July 
Q *May 
Q *May 
M *June 


* Dividend payable to stockholders of this date. 
ff Payable to Red Cross. 
Illinois Pipe Line.... « I ‘ June : e Interim dividend. 
Indian Ref. % a 15 w Payable in Second Liberty Loan Bonds. 
Indian Ref c une a 
. Interb Rapid Transit. July t Payable in Common Stock. 
. Inspiration Con Cop.. July 30 ex Extra. 
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